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@ The steel industry in general, and the 
United States Steel Corporation in par- 
ticular, is very much like a custom tailor. 
Every order of steel is just as much made to 
measure, for its particular use, in composi- 
tion, shape and size, as the clothes we wear. 
And its sale is just as subject to the needs 


and taste of the individual consumer. 








There are 90 or more different steel- 
consuming industries. Each one of them 
has its own requirements and _ seasonal 
peaks of demand. These industries, in turn, 
depend on such unpredictable variables as 
the weather, our foreign relations, the gen- 
eral, national and international economic 
picture, and most of all, on the widely fluc- 
tuating buying habits of the public. 

Yes, in the steel industry, the buyer calls 
the tune. And whether the tune is fast or 
slow, urgent or not, the steel-maker must 
be ready to fill orders to exacting require- 
ments on short notice. 

Constantly striving to find ways and 
means to cope with this problem, and to 
keep production rolling at a more even 
pace, is one of the important activities of 
the industrial family that serves the nation 
... United States Steel. 


United States Steel Corporation Subsidiaries 
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Suppose you own 50 shares of Typical 
Manufacturing Corp. Perhaps you 
bought them in 1943. At that time, you 
investigated the company carefully— 
earnings, assets, liabilities, policies, fu- 
ture prospects. You were satisfied it 
was a good investment. 

Fine. That's the only way to arrive 
at an intelligent investment decision. 
It’s why we have always said “Investi- 
gate then Invest.” 

But just a minute. That was 1943. 
How many times since then have you 
re-examined Typical’s situation, just 
as carefully as you did originally ? 

Did it ever occur to you that no in- 
vestment decision can ever be a final 
one? Changing conditions constantly 
change investment opportunities. 

Yet every day that you hold 50 shares 
of Typical Manufacturing, you say in 
effect: “I'm satisfied it’s the best invest- 
ment I can make of my money.” 

Maybe it is. If you’re prepared to say 
so on the basis of the evidence, that’s 
good. But if, on the other hand, you 
think your security holdings need care- 
ful reappraisal, why not use the facili- 
ties of our Research Department ? Why 
not ‘Investigate after you invest ?” 

If you would like up-to-date facts on 
any security or a careful review of all 
your holdings, just write 

Department T-55 
Merritt Lynch, Pierce, FENNER & BEANE 
70 Pine Street, New York 5, N. Y. 


Offices in 95 Cities 
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The Board of Directors has authorized 
the payment of a quarterly dividend of 
sixty-two and one-half cents ($.62') per 
share payable June 14, 1948 to holders of 
Common Stock of record June 2, 1948 
who on that date hold regularly issued 
Common Stock ($1.00 par) of this 
Company 

Holders of former stock issues of the 
Company entitled to issuance of Common 
Stock ($1.00 par) in exchange for their 
holdings will be paid this dividend when 
exchange is made. 

CHAS. F. BRADLEY, Secretary 


One Broadway, New York 4, N. Y. 
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>) COLUMBIAN 
CARBON COMPANY 


One-Hnndred and Sixth 
Consecutive Quarterly Dividend 





A quarterly diviiend o. 50 cents per 
share wil: be paid June 10, 1948 to 
stockholders of record May 14, 1948 
at3 P.M 

GEORGE L. BUBB 


Treasurer 














105 

















AROUND OUR TOWN by Con Ed 
oy 4 y | ee S05 NEWYoRK—iT5 SERGE fg. 
> GROWING ALL THE TIME. TO KEEP 


UP WITH ITS NEEDS, WE ADDED 










2 7 WHO WOULDNT— 
IN NEW YORK ? WE SPENT 
#76 MILLION Lagr YEAR 


AND WILL SPEND #280 MILLION 
IN THE NEXT FOUR YEARS 
ad 


“bw he/SO CON EDISON Y 
1 \3 | Sey 


Py " 

































y= WE HAD TO RAISE 
THE ROOF OF THIS PLANT 
TO PUT IN TWO NEW BOILERS 
—8 STORIES HIGH! 


STEAM PLANTS AND MILES OF NEW 
MAINS AND CABLES IN 1947 gam 
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SEE THAT EVERYONE 
HAS ENOUGH ELECTRICITY 
GAS AND STEAM SO FAR 

AS WERE ABLE 











CON EDISON 
REPORTS TO YOU 


tHHow We Met the Challenge of 1947 


All production records were broken for electricity and Our complete Annual Report for 1947 is available 
gas to meet our customers’ needs. During one hour— _ on request. For your free copy, write to Consolidated 
from 4:30 to 5:30 P. M. on December 23—the amount Edison, 4 Irving Place, New York 3, N. Y. 

of current generated in our plants was within 5% of 

our capacity. 
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To meet increasing demands of the future, we Statistically, here’s where each dollar we took in went to: 





stepped up the biggest construction program in our WENSOIA 6:5 cw saiosdwadse eases $336,377,000 .. 100% 
history, calling for expenditures of some $280,000,000 This was used: 
within the next four years. For operating wages ......+- eoeee 88,288,000". . 26.2% 
FOF IGKOS) 0.2: 6 6.0010 6 b's w 010% ees. 69,340,000 . . 20.6% 
Revenues reflected the record output: up 7%. But Fer tusl—conl onde ..........- 70,549,000 . . 21.0% 
our payroll topped $100,000,000 for the first time. This, For materials and outside services .... 29,849,000... 8.9% 
together with rising prices of fuel and materials, in- For depreciation of plant and equipment 32,199,000... 9.6% 
creased our costs by 17%—or more than double the For interest on long term 
. . . . e 2, 
income gain. There was a net loss on gas operations for PINE + +r'o noes oo oe > Sy 
. For dividends — Preferred Stock— 
the System amounting to $3,500,000. to 32,804 stockholders.......... 10,945,000 .. 3.2% 
— * * For dividends —Common Stock— 
hes total of 23 different kinds of taxes applicable to San aiiainn.... +++. 18,362,000... 5.5% 
this Company took more than 20 cents out of every e 7 ; 
or surplus—for investment in new 
dollar you paid us for service. The greater share—nearly construction and other assets...... | 3403,000.. 1.0% 
$34,000,000 (up more than $2,300,000 over the year *Does not include wages paid to Con Edison employees 
before)—went to New York City and Westchester ET ae Se. 
localities (not including N. Y. C. Sales Tax). Cr ee er 
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This is a reproduction in smaller size of an advertisement in New York City newspapers the week of May 10. 
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The Trend of Events 


COAL STRIKE LESSONS... The coal strike may be 
over but it has no doubt left a bitter taste in the 
mouths of many, quite apart from its economic 
after-effects. It has also taught the nation some 
valuable lessons. Apparently, Lewis has come out 
second best in his first real tangle with the Taft- 
Hartley law, a test that showed that the law has 
sufficient teeth to stop a strike when considered by 
the Government as a threat to public health and 
safety. But it has also shown that the law is of 
little practical and permanent usefulness unless ap- 
plied courageously. 

The end of the coal strike does not eliminate Mr. 
Lewis as a stiff problem for the Government. For 
events have shown that despite the setback the labor 
leader received in the contempt of court action, to 
his miners he is still the man of the hour. State- 
ments of UMW leaders leave no doubt that if the 
Federal Court had ordered Lewis to jail, as he de- 
served, probably not one lump of coal would now be 
mined. by the members of his union. It is further 
clear that had it not been for Mr. Lewis’ personal 
appeal to the men to return to work and await the 
outcome of appeals of the contempt fine, very few 
of them would now be digging coal. 

The temper and attitude of the miners towards 
the Government was never more clearly demon- 
strated than in recent events. Nor was their un- 
bounded, if mistaken, loyalty to Mr. Lewis whose 
every hint and wish they follow and respect far 
more readily than the law of the land. All of which 
bodes ill for the future, more particularly for the 
showdown widely expected when the present UMW 
contract expires on June 30. Once more there may 


be a contest to show who is more powerful, the U.S. 
Government or Mr. Lewis, and thanks to clever tim- 
ing, Mr. Lewis will be in even better strategic posi- 
tion than last time. It would not at all surprise if 
he were once more to win a substantial victory. 

In spite of the present injunction, a new strike 
may become legal by the end of June. Either that, 
or should agreement on the pension plan be con- 
sidered a settlement of the original dispute, a new 
strike may be threatened, to become effective next 
fall, if another 80-day injunction carries the contest 
over to some later date. Thus either in July or 
October, another showdown is likely and what with 
the approach of the elections, there is no telling 
what the outcome will be. 

All of which makes it a matter of regret that in 
the most recent case, justice was willing but the 
Department of Justice was weak. For it was on the 
latter’s recommendation that Justice Goldsborough— 
against his personal opinion—imposed a fine rather 
than a more serious penalty on Mr. Lewis, a fine 
that probably means relatively little to the union 
and that may be quickly recovered through assess- 
ments against its membership. 

Somewhere along the line, we feel, the Govern- 
ment must make up its mind to take a stand on the 
side of the vast majority of the people, a stand on 
the side of maintenance of the sovereignty of the 
law. The issue of organized defiance of the law must 
sooner or later be fought to a finish. If not, we 
shudder to contemplate the ultimate consequences. 


ANTI-INFLATION OFFENSIVE .. . In rejecting de- 
mands for “substantial” new wage increases and 
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announcing instead price reductions on steel prod- 
ucts totalling $25 million, the United States Steel 
Curporation has shown notable statesmanship and 
industrial leadership in the fight against inflation. 
The easy way would have been to grant wage boosts, 
raise prices and let the public foot the bill. That is 
what has been happening in the past, and each time 
price rises wiped out the value of the wage rises and 
the entire American consumer army lost, including 
labor. 

By the same token, the steel workers union took 
the honorable way by pledging to observe its two- 
year contract, which still has a year to run. The easy 
way would have been to “put on the heat,” to force 
concessions regardless of contract. That, too, has 
often occurred in the past. 

Instead, something new has been introduced into 
the wage-price equation, a new course quickly fol- 
lowed by some other steel concerns and by the big 
electrical manufacturing concerns which likewise 
announced sizeable price reductions. 

It may well seem to many that the steel price cut 
was “picayune,” as president Philip Murray of the 
United Steel workers put it, in relation to “Big 
Steel’s” sales volume and profits, but the important 
thing is that a new approach is being made in an 
attempt to halt further advances of living costs. And 
undoubtedly today, the main front in the battle on 
inflation is wages. A third round of pay ‘increases 
would deal a body blow at economic stability not 
only by further and substantially inflating existing 
purchasing power but by forcing price increases, 
thus making another wage-price spiral inevitable. 

“Big Steel” has been a pattern maker for Ameri- 
can industry. It’s new policy represents a calculated 
risk. It may or may not work; only time will tell. 
But in the light of past experience, any deviation 
from the old inflationary pattern of wage boosts— 
price rises must be welcomed as offering a potential 
chance for success, something the old system 
never did. 

It is for this reason that the former readiness by 
industrial managements to accede to demands for 
higher wages, expecting to pass the increased costs 
to consumers in the form of higher prices, is notably 
absent today. In this respect, the attitude of U.S. 
Steel is by no means an isolated case. Rather it is 
becoming typical in industry. 


BRITAIN’S SPECIAL CONTRIBUTION .. . The Ameri- 
can taxpayer, about to enjoy a tax cut, will sympa- 
thize with the plight of his British counterpart who 
is about to be hit hard by a new tax on investment 
income, the camouflaged capital levy that Sir Staf- 
ford Cripps, Britain’s economic tzar, has included 
in his first budget. 

All persons with incomes exceeding $8,000 must 
pay the special tax on that part of income that 
comes from investment—whether interest, dividends 
or rent. The levy is graduated, starting at 10% and 
rising to 50%. It will affect about 140,000 people 
which will have to pay an estimated $420 million. 

In many cases, the “contribution” will be equiva- 
lent to a capital tax. Sir Stafford Cripps himself ad- 
mitted that “the contribution is considered to be a 
charge on capital, and in many cases there can, in 
fact, be no other way of paying it.” This because 





sooner or later, there comes a point at which the 
regular income tax plus surtaxes plus the Cripps 
levy takes 100% or more of income. The severity of 
the impact on capital depends of course on the size 
of income from investment, and how much other 
income a taxpayer has. Capital invested in enter- 
prise and earning a high yield, far from rewarded, 
is being severely penalized, and this may prove a 
dangerous policy in the long run, since it might 
soon dry up the sources of private capital invest- 
ment. 

For this reason there is considerable speculation 
whether the new levy will actually be only “once 
for all.’”’. If so, it might not be too upsetting, though 
still distinctly painful to those affected. But if, at a 
later date, the temptation, or necessity, should arise 
to repeat its imposition, ultimate effects could be 
distinctly uprooting. The result might be a forced in- 
crease in Government investment, leading to far 
greater socialization of British industry than hereto- 
fore contemplated. 

Also considerable complexities are likely to arise, 
particularly in the case of trusts, where provision 
will likely have to be made to pay the levy out of 
capital. For this and many other reasons, no feature 
of British Finance Bills in recent years will be more 
closely studied than the detailed proposals for this 
Special Contribution, which in anticipation of a 
good deal of investment liquidation has already led 
to distinct depression of the market for “gilt- 
edgeds.” 

The new levy is hardly sweetened by the political 
considerations behind it. The proceeds are to cover 
a budget deficit of some $400 million created by cut- 
ting the taxes of lower income groups in order to 
boost the productive effort of wage earners, but 
no doubt also to regain some of the political ground 
which the Labor Government has lost recently 
among its working class supporters. While it may 
boost the productive effort of the workers, it may 
on the other hand have the very contrary effect in 
top business circles. 


GOING BEGGING. ... One of the peculiar aspects of 
the European Recovery Program if the curious fact 
that fully one billion of the funds provided for it 
seems actually to go begging. The ECA want to 
lend one billion dollars before next April and cannot 
find takers! 

Out of the $5.3 billion available for the first year’s 
ERP program, there are ready applicants for $4.3 
billion. The remainder still awaits takers, and the 
reason is that at least this much of the ERP funds 
must be in the form of loans, in other words it.must 
be repaid. So says the ERP law. And while in the 
end, this may turn out to be no more than a tech- 
nicality, it is nevertheless a considerable deterrent 
in placing these funds now. As long as needy Euro- 
pean countries can obtain grants, out of the $4.3 bil- 
lion, none is overly anxious to apply for loans. 


Moreover, under the specifications of the ERP 
law, these loans must be made to good credit risks 
with reasonable assurance of repayment, and such 
risks are hard to find today in Europe. Ultimately 
the stipulation poses a difficult question: Who gets 
the gifts and who must take loans? Its solution may 
prove no end irritating. 
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SECURING THE PEACE 


Orticial exploration of the question of reviving 
military lend-lease for western Europe as a step in 
supporting the five-power Brussels military alliance 
indicates not only our willingness to carry out 
President Truman’s promise to support this alliance 
but also implies full recognition that without such 
support, the western European defense pact may 
be of little practical value. 

The situation in 
Europe, both military 
and economic, makes 
it obvious that eco- 
nomic aid alone such 
as envisaged by the 
European Recovery 
Program is not enough 
to stem Soviet aggres- 
sion and secure the 
peace. To accomplish 
its purpose, ERP must 
be accompanied not 
only by firm military 
guarantees but by the 
practical means of 
making the western 
defense alliance a po- 
tent weapon in the 
struggle between East 
and West. European 
economic revival, ‘in 
the face of bitter So- 
viet oposition, is un- 
likely to succeed un- 
less buttressed by the 
strongest possible 
measures for mutual 
defense, for security 
is as critical a factor 
in the reconstruction 
effort as economic as- 
sistance. And while 
the western European alliance envisages mutual 
defense, the economic weakness of the participating 
nations makes it all but impossible to implement it 
effectively. 

In the last analysis, Europe can only be defended 
by Europeans; what we can do is to help them 
defend themselves. Russia today is better equipped 
for war than at any time. The five western Euro- 
pean nations joined in the Brussels pact, in contrast, 
are far weaker than before the war, militarily as 
well as economically. Without economic strength, 
there can be no military strength, and any attempt 
to develop the latter in the face of economic weak- 
ness would be doomed to quick and disastrous fail- 
ure, just as it would doom any effort at economic 
reconstruction. 

Since peace and common security is the main 
goal of the western nations, we as the main single 
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Marcus in the New York Times 


participant in this effort can hardly avoid drawing 
the obvious conclusions. One of them is, unfor- 
tunately, that western Europe cannot gain strength 
against the communist East without adequate mili- 
tary preparedness. The other is that imposition of 
an armament program on Europe’s weakened 
economies would be worse than futile; it would 
doom western Europe even without any actval 
Russian military 
threat, and this is per- 
haps what the strate- 
gists in the Kremlin 
hope for. 

That such consid- 
erations imply definite 
requirements goes 
without saying. They 
call for enough Amer- 
ican re-armament to 
provide at Jeast some 
military help to Eur- 
ope in the event of 
need, and this step has 
already been decided 
upon. But they also 
may mean some pro- 
gram of military lend- 
lease unless European 
economic recovery is 
to be thrown complete- 
ly off balance. Even 
then, a serious eco- 
nomic strain on war- 
weakened Europe will 
hardly be avoidable, 
for preparedness 
means adequate mili- 
tary forces and Eur- 
ope can ill spare with- 
drawal of badly 
needed manpower 
from productive to military employment. Yet if a 
modicum of security is to be achieved, there seems 
to be little choice. Any formula for peace at this 
time unfortunately calls for readiness for war just 
as, to achieve even reasonable security, we must 
make it plain that our military as well as economic 
potentials are back of western Europe in its stand 
against communist encroachment. 

It is not a pleasant choice, nor one that should 
be made without most careful study of the commit- 
ments we are willing and able to make. At the very 
least, integration of western European efforts at 
self-help should progress a good deal further before 
we should definitely decide how far we on our part 
can go in backing the Brussels alliance. Also re- 
vival of any sort of lend-lease program, needless to 
say, will mean added burdens on our own economy 
that should not be (Please turn to page 150) 
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announcing instead price reductions on steel prod- 
ucts totalling $25 million, the United States Steel 
Corporation has shown notable statesmanship and 
industrial leadership in the fight against inflation. 
The easy way would have been to grant wage boosts, 
raise prices and let the public foot the bill. That is 
what has been happening in the past, and each time 
price rises wiped out the value of the wage rises and 
the entire American consumer army lost, including 
labor. 

By the same token, the steel workers union took 
the honorable way by pledging to observe its two- 
year contract, which still has a year to run. The easy 
way would have been to “put on the heat,” to force 
concessions regardless of contract. That, too, has 
often occurred in the past. 

Instead, something new has been introduced into 
the wage-price equation, a new course quickly fol- 
lowed by some other steel concerns and by the big 
electrical manufacturing concerns which likewise 
announced sizeable price reductions. 

It may well seem to many that the steel price cut 
was “picayune,” as president Philip Murray of the 
United Steel workers put it, in relation to “Big 
Steel’s” sales volume and profits, but the important 
thing is that a new approach is being made in an 
attempt to halt further advances of living costs. And 
undoubtedly today, the main front in the battle on 
inflation is wages. A third round of pay ‘increases 
would deal a body blow at economic stability not 
only by further and substantially inflating existing 
purchasing power but by forcing price increases, 
thus making another wage-price spiral inevitable. 

“Big Steel” has been a pattern maker for Ameri- 
can industry. It’s new policy represents a calculated 
risk. It may or may not work; only time will tell. 
But in the light of past experience, any deviation 
from the old inflationary pattern of wage boosts— 
price rises must be welcomed as offering a potential 
chance for success, something the old system 
never did. 

It is for this reason that the former readiness by 
industrial managements to accede to demands for 
higher wages, expecting to pass the increased costs 
to consumers in the form of higher prices, is notably 
absent today. In this respect, the attitude of U.S. 
Steel is by no means an isolated case. Rather it is 
becoming typical in industry. 


BRITAIN’S SPECIAL CONTRIBUTION .. . The Ameri- 
can taxpayer, about to enjoy a tax cut, will sympa- 
thize with the plight of his British counterpart who 
is about to be hit hard by a new tax on investment 
income, the camouflaged capital levy that Sir Staf- 
ford Cripps, Britain’s economic tzar, has included 
in his first budget. 

All persons with incomes exceeding $8,000 must 
pay the special tax on that part of income that 
comes from investment—whether interest, dividends 
or rent. The levy is graduated, starting at 10% and 
rising to 50%. It will affect about 140,000 people 
which will have to pay an estimated $420 million. 

In many cases, the “contribution” will be equiva- 
lent to a capital tax. Sir Stafford Cripps himself ad- 
mitted that “the contribution is considered to be a 
charge on capital, and in many cases there can, in 
fact, be no other way of paying it.” This because 


sooner or later, there comes a point at which the 
regular income tax plus surtaxes plus the Cripps 
levy takes 100% or more of income. The severity of 
the impact on capital depends of course on the size 
of income from investment, and how much other 
income a taxpayer has. Capital invested in enter- 
prise and earning a high yield, far from rewarded, 
is being severely penalized, and this may prove a 
dangerous policy in the long run, since it might 
soon dry up the sources of private capital invest- 
ment. 

For this reason there is considerable speculation 
whether the new levy will actually be only “once 
for all.’”’. If so, it might not be too upsetting, though 
still distinctly painful to those affected. But if, at a 
later date, the temptation, or necessity, should arise 
to repeat its imposition, ultimate effects could be 
distinctly uprooting. The result might be a forced in- 
crease in Government investment, leading to far 
greater socialization of British industry than hereto- 
fore contemplated. 

Also considerable complexities are likely to arise, 
particularly in the case of trusts, where provision 
will likely have to be made to pay the levy out of 
capital. For this and many other reasons, no feature 
of British Finance Bills in recent years will be more 
closely studied than the detailed proposals for this 
Special Contribution, which in anticipation of a 
good deal of investment liquidation has already led 
to distinct depression of the market for “gilt- 
edgeds.” 

The new levy is hardly sweetened by the political 
considerations behind it. The proceeds are to cover 
a budget deficit of some $400 million created by cut- 
ting the taxes of lower income groups in order to 
boost the productive effort of wage earners, but 
no doubt also to regain some of the political ground 
which the Labor Government has lost recently 
among its working class supporters. While it may 
boost the productive effort of the workers, it may 
on the other hand have the very contrary effect in 
top business circles. 


GOING BEGGING ... One of the peculiar aspects of 
the European Recovery Program if the curious fact 
that fully one billion of the funds provided for it 
seems actually to go begging. The ECA want to 
lend one billion dollars before next April and cannot 
find takers! 

Out of the $5.3 billion available for the first year’s 
ERP program, there are ready applicants for $4.3 
billion. The remainder still awaits takers, and the 
reason is that at least this much of the ERP funds 
must be in the form of loans, in other words it.must 
be repaid. So says the ERP law. And while in the 
end, this may turn out to be no more than a tech- 
nicality, it is nevertheless a considerable deterrent 
in placing these funds now. As long as needy Euro- 
pean countries can obtain grants, out of the $4.3 bil- 
lion, none is overly anxious to apply for loans. 


Moreover, under the specifications of the 2RP 
law, these loans must be made to good credit :*isks 
with reasonable assurance of repayment, and such 
risks are hard to find today in Europe. Ultimately 
the stipulation poses a difficult question: Whc gets 
the gifts and who must take loans? Its solutio. may 
prove no end irritating. 
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SECURING 


Oricial exploration of the question of reviving 
military lend-lease for western Europe as a step in 
supporting the five-power Brussels military alliance 
indicates not only our willingness to carry out 
President Truman’s promise to support this alliance 
but also implies full recognition that without such 
support, the western European defense pact may 
be of little practical value. 

The situation in 
Europe, both military 
and economic, makes 
it obvious that eco- 
nomic aid alone such 
as envisaged by the 
European Recovery 
Program is not enough 
to stem Soviet aggres- 
sion and secure the 
peace. To accomplish 
its purpose, ERP must PY 
be accompanied not : At \ 
only by firm military m\ AA 
guarantees but by the Sages ‘ 
practical means of 
making the western 
defense alliance a po- 
tent weapon in the 
struggle between East 
and West. European 
economic revival, ‘in 
the face of bitter So- 
viet oposition, is un- 
likely to succeed un- 
less buttressed by the 
strongest possible 
measures for mutual 
defense, for security 
is as critical a factor 
in the reconstruction 
effort as economic as- 
sistance. And while 
the western European alliance envisages mutual 
defense, the economic weakness of the participating 
nations makes it all but impossible to implement it 
effectively. 

In the last analysis, Europe can only be defended 
by Europeans; what we can do is to help them 
defend themselves. Russia today is better equipped 
for war than at any time. The five western Euro- 
pean nations joined in the Brussels pact, in contrast, 
are far weaker than before the war, militarily as 
well as economically. Without economic strength, 
there can be no military strength, and any attempt 
to develop the latter in the face of economic weak- 
ness would be doomed to quick and disastrous fail- 
ure, just as it would doom any effort at economic 
reconstruction. 

Since peace and common security is the main 
goal of the western nations, we as the main single 
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“TO BE HEARD AT LAST?” 
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THE PEACE 


participant in this effort can hardly avoid drawing 
the obvious conclusions. One of them is, unfor- 
tunately, that western Europe cannot gain strength 
against the communist East without adequate mili- 
tary preparedness. The other is that imposition of 
an armament program on Europe’s weakened 
economies would be worse than futile; it would 
doom western Europe even without any actval 
Russian military 
threat, and this is per- 
haps what the strate- 
gists in the Kremlin 
hope for. 

That such consid- 
erations imply definite 
requirements goes 
without saying. They 
call for enough Amer- 
ican re-armament to 
provide at Jeast some 
military help to Eur- 
ope in the event of 
need, and this step has 
already been decided 
upon. But they also 
may mean some pro- 
gram of military lend- 
lease unless European 
economic recovery is 
to be thrown complete- 
ly off balance. Even 
then, a serious eco- 
nomic strain on war- 
weakened Europe will 
hardly be avoidable, 
ae for preparedness 
7S = means adequate mili- 
y) _ tary forces and Eur- 

ope can ill spare with- 
drawal of badly 
needed manpower 
from productive to military employment. Yet if a 
modicum of security is to be achieved, there seems 
to be little choice. Any formula for peace at this 
time unfortunately calls for readiness for war just 
as, to achieve even reasonable security, we must 
make it plain that our military as well as economic 
potentials are back of western Europe in its stand 
against communist encroachment. 

It is not a pleasant choice, nor one that should 
be made without most careful study of the commit- 
ments we are willing and able to make. At the very 
least, integration of western European efforts at 
self-help should progress a good deal further before 
we should definitely decide how far we on our part 
can go in backing the Brussels alliance. Also re- 
vival of any sort of lend-lease program, needless to 
say, will mean added burdens on our own economy 
that should not be (Please turn to page 150) 
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Projecting Next Market Phase 


The corrective setback so far has been relatively mild and there is continued 
evidence of underlying strength and sub stantial public interest. However, pend- 
ing labor disputes are injecting a new element of caution that may lengthen 
the corrective phase, and possibly deepen it, until labor-industry developments 
favor another substantial upward move. Maintain 75% invested positions. 


By ALS 


Ss ince our last previous analysis a fortnight 
ago, the market staged its most impressive show of 
strength in sixteen months, and a few days later 
had the widest decline in prices since March 16, 
subsequently steadying and fluctuating narrowly 
during the remainder of the week. On the upmove, 
the Dow Industrial Averages rose sharply through 
the congested supply area designated by the year- 
end rally peak of 181.16, closing at 182.98 and then 
working up to a new high for the year of 183.78 
before meeting heavy profit taking. The Dow Rail 
Averages made their new high of 58.57 a day later, 
then reacted with the general market but subse- 
quently managed small recoveries. 

The week prior to the reaction saw the broadest 
trading of the year with volume twice exceeding 
two million shares daily, and with a total weekly 
turnover of over ten million shares. It also wit- 
nessed a succession of new highs, on one day alone 
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a record number of 1,131 stocks. On the downtrend, 
activity while substantial was less heavy and con- 
tinued to produce a smattering of new highs. On 
either moves, oil and railroad shares held the 
spotlight. 


Correction So Far Small 


At the end of last week, the Dow Industrial 
Averages stood at 180.28, a loss of 2.92 points since 
the setback and off about 314 points from the year’s 
high. The net decline in the Rail Averages was little 
more than half a point, reflecting the continued 
strong market position of the rail group. Thus 
ended the first attempt at penetration of last July’s 
rally high of 186.85 for the Dow Industrials, a 
mark that was approached within three points and 
crossing of which, under Dow theory, would have 
signalled a new bull market. 

But the reaction that occurred was hardly surpris- 

ing. Historical tops of long term stand- 
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- ing are seldom bettered on the first 
try. The setback, moreover, came at 
the end of five weeks of almost unin- 
terrupted advance, a rise so extensive 
that somewhere along the line, at least 
a minor interruption had to be ex- 
300 pected. As the advance pushed for- 
290 ward to the accompaniment of increas- 
280 ing public participation, digestion of 
the gains was bound to become more 
difficult and a period of consolidation 
260 was indicated. 

250 From a corrective standpoint the 
240 setback so far is hardly impressive. 
The retreat from the year’s highs was 
relatively slight, as previously stated, 
220 and volume indications during the con- 
210 solidating process remained highly 
200 constructive with a pick-up of activity 
on accompanying firming tendencies and 
with volume tending to dry up during 
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oad profit taking spells. Turnover re- 

170 mained above average, almost daily 

160 well above the million share mark. 

150 Public interest clearly remained sub- 
oni stantial. — 

There is reason to believe, however, 

150 that resistance to the forward move 

ay 120 was not solely of a technical or cor- 


rective nature though this undoubtedly 
played an important part. Consider- 
able profit taking had been going on 
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for some time and was 
readily absorbed as_ the 
market pushed into higher 
ground. Performance of the 
market was such as to 
justify expectation of a test 
perhaps much closer to last 
year’s recovery high. What 
probably helped speed the 
technical reaction was an 
attitude of mounting cau- 
tion based on new economic ty 
cross currents which are 
beginning to obscure the lh,.t! 
nearby outlook. aa 
One is the possibility of 
a nationwide strike of rail- 
road workers that could 
quickly paralyze our econ- 
omy ; the other a threatened 1938-47 
walk-out by Chrysler ° 2 
workers. Also, the market 
is doubtless wondering 
whether the steel industry’s 
lead in cutting prices and 
refusing wage boosts will 
start a chain reaction, pos- 
sibly heading the country 
for a show-down in the 
price-wage struggle with 
unpredictable consequences. 
And of more remote but 
potentially vital importance 
may be the ultimate effect 
of the recent Supreme 
Court basing point decision 
in the cement industry case 
which, if setting a prece- 
dent for other industries, 
could bring a major upset 
in price arrangements 
which would be felt 
throughout the economy. 
None of these develop- 
ments has sufficiently crys- 
tallized to become a concrete threat but their un- 
settling potentialities, even if only of a temporary 
nature, are obvious. Were it not for them, quite 
possibly the consolidating period that followed the 
market setback last week might well have been cut 
short, considering the evidences of strength that 
have continued to characterize trading activities. 
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General Business Outlook Good 


The recent improvement of the general business 
outlook promising sustained high activity and well 
maintained corporate earnings at least during the 
rest of the year was undoubtedly the major driving 
force behind the market uptrend since mid-March. 
Until recently, nothing had occurred to detract from 
this pleasing prospect. The coal strike has been 
settled, and with the election victory of the anti- 
communist forces in Italy, the international tension 
appears to have eased at least in some degree. The 
over-all economic outlook was such as virtually to 
preclude the possibility of a business recession this 
year, and any new inflationary pressures arising 
from the re-armament program are not likely to hit 
the economy until later. Instead, there may develop 
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an interim tendency of piece-meal price adjustment 
in many lines that could easily work toward greater 
economic stability. 

The now-threatened labor-industry showdown on 
the wage-price question could however seriously dis- 
turb this picture, with adverse effects not only on 
the economy but on corporate earnings. Also, satis- 
faction over the voluntary price cutting may have 
to be tempered by the thought that it may spread to 
the extent of lessening profit margins, in the steel 
industry on top of the output loss occasioned by the 
coal strike. As far as steel is concerned, there is to 
be no strike this year, but in other industries where 
third round wage demands are up, the prospect is 
less reassuring. And as multiple wage controversies 
go on, they are not likely to boost market sentiment 
so long as behind them lurks the threat of serious 
economic disruption. Industry appears determined 
to halt the inflation trend by opposing third round 
wage rises but labor has its own ideas of how to 
go about it. 

In short, we again seem to approach a tug of war 
between inflation and deflation, and caution pending 
settlement of existing labor disputes — the basic 
factor behind it — may (Please turn to page 155) 
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By E. A. KRAUSS 


.: people today doubt that the approach of 
a static economy, so widely discussed and feared 
back in the Thirties, has been pushed far into the 
future, superseded by broad new vistas for Ameri- 
can enterprise in the wake of new developments 
that make it clear that if we ever reach the end of 
our economic growth, the time will be many decades 
away. 

If this were not so, postwar business planning 
would make no sense; and let’s remind that busi- 
ness planning generally is based on hard facts or 
well founded expectations rather than on optimistic 
generalizations or temporary expediencies. 

Not so long ago, wartime industrial expansion 
led to grave fears that industry may have “over- 
built.”” During the war years, we invested over $38 
billion in new productive facilities, of which manu- 
facturing industries alone accounted for almost $26 
billion. The fear that the resultant excess capacity 
would be a drag on our peace-time economy was 
quickly exploded when the bulk of war-time expan- 
sion proved of little peace-time value, and when it 
proved that actual additions to civilian productive 
equipment during war-time were at a far slower 
rate than normal. 

To compensate for the sub-normal capital forma- 
tion during the depression and war years, industry 
since the war’s end has been engaged in a great 
long-term expansion drive which when fully com- 
pleted may have cost as much as $100 billion. So 
far since the end of hostilities, expenditures for 
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OST WAR EXPANSION 
Spurred by...... 


Broadened Domestic Markets 


new plant and equipment have come 
to some $30 billion, whereof an esti- 
mated $3 billion for structures alone. 
Another $18.7 billion, according to 
official estimates, will be spent in the 
current year, bringing total postwar 
outlays for plant and equipment close 
to $50 billion by the end of 1948. 

Clearly, industrial expansion on 
the scale indicated is not undertaken 
in the face of an approaching static 
economy; rather it is based on ex- 
pectation of further vigorous long- 
term growth of the nation’s eco- 
nomic potentials. Nor is it based on 
such temporary factors as war-de- 
ferred civilian demand or abnormally 
large foreign spending in this coun- 
try. Neither would justify such rec- 
ord outlays in the long run, since 
neither can last more than relatively 
few years. 

Essentially, the enormous program undertaken or 
envisaged in the postwar is only justified by the 
definite prospect of permanently broader domestic 
markets, regardless of subsidiary factors such as 
the need for more efficient facilities to cut costs, or 
the replacement of worn-out equipment, or the like- 
lihood that American industries may inherit a fair- 
sized slice of world markets formerly held by enemy 
countries. None of these subsidiary motives, im- 
portant as they are as such, would warrant indus- 
try’s embarking upon an expansion program of the 
size contemplated, were it not for the existence of a 
far more basic element: The rapid growth of our 
population during and after the war, pointing to 
vastly greater markets for every type of consumer 
goods, requiring a greater labor force to take care 
of their needs, and imparting great strength to the 
need for housing, and everything that goes into 
housing, for years to come. 


The Population Boom 


In short, primarily back of postwar expansion is 
our current population boom and the lessons of the 
past that accompanied the growth of our nation. In 
the course of a century and a half, the U. S. de- 
veloped from a small, primarily agricultural nation, 
relatively isolated from the affairs of the rest of the 
world, to a large, primarily urban, industrialized 
world power. The population changes which have 
occurred during the course of this development, of 
necessity have been closely associated with the 
social and economic history of the country. There 
is every indication that more recent changes will 
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prove similarly significant: 
The dramatic developments 
in growth, distribution and 
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can population hold tremen- 
dous possibilities for busi- 
ness, and markets should 
have a long term rising 
trend in virtually every line. 

Population trends as now 
foreseen will play a large 
part in determining our fu- 
ture needs and_ resources, 
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the economy, the structure 
of domestic markets, the 
types and number of consumer units which are im- 
portant in measuring basic requirements for food, 
clothing, shelter and other goods and services. The 
same trends, moreover, will influence the size of our 
labor force, the development of our towns and cities, 
our means of transportation and our educational 
and health facilities. 

Little wonder that business is greatly interested 
in population trends. Our present population boom 
is of significance to business and business planning 
for the coming decades as well as for the immediate 
future; for frequently, to meet the requirements of 
broader markets years hence calls for practical 
planning well in advance. 

In the past, with some minor exceptions, the 
rate of population growth had consistently declined, 
dropping particularly in the early depression years 
in the Thirties. This trend has now been reversed 
by a sharp increase in the growth rate. The 1947 
population estimate by the Census Bureau (July 1) 
of some 144 million represents a gain of nearly 
three million over 1946, the largest annual increase 
in our history. And the record number of births in 
1947 brought the birth rate up to more than 26 per 
1,000 persons, the highest rate in over thirty years. 

The rate of population gain reached its lowest 
during the early Thirties when the depression, then 
at its greatest depth, reduced marriages far below 
normal. From 1934 on, in view of the apparent large 
“marriage backlog’”’ then existing, the marriage rate 
rose steadily except in 1938 when there was the 
threat of a recurrence of depression conditions. 
The war subsequently was responsible for incisive 
changes, giving sharp impetus not only to the mar- 
riage rate but to the reproduction rate which rose 
markedly between 1940-43, only to fall off in 1944- 
45 when a large percentage of the male population 
saw service overseas. But the end of the war saw 
another rise in the birth rate and in 1946, the repro- 
duction rate was almost 20% higher than in 1945. 
It continued to remain high last year but is now 
beginning to taper off. 


Future Trend 


It stands to reason that the present spurt in popu- 
lation is not likely to continue at its present rate, 
but already it has considerably affected the long- 
term calculations made some years ago insofar as 
we have, today, several million more people than 
was formerly anticipated. It was thought that by 
1950, we would have a total of some 144 million, a 
figure already exceeded in 1947, and that a peak of 
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not much over 160 million population would be 
reached in the latter part of the century. 

But now it appears that in the next fifty years 
our population will reach 175 million under average 
conditions and might be even higher under favora- 
ble conditions; and that, moreover, the crest of our 
population growth curve, formerly expected well 
before the end of the century, may actually occur 
close to or after the turn of the century. 


Importance to Business 


All this has profound business and social signifi- 
cance, particularly the substantially higher popula- 
tion peak now in prospect. That this is so is proved 
by the avid interest recently evinced by business 
planners and market researchers for the latest 
projection by the Census Bureau of population trends 
for the next 30 years. Heralded only by a routine 
listing, the first edition of the 150-page book was 
oversubscribed before it was off the press, and sub- 
sequent editions were quickly snapped up. 
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In this forecast, the population of the U.S. was 
predicted at 166 million in 1975, assuming medium 
birth and death rates and a net immigration of 
100,000 persons a year. 

It was estimated as high as 185 million under the 
most favorable assumptions, a small decline in the 
birth rate, a low mortality rate and 200,000 annual 
immigration. 

Under the most unfavorable set of conditions, low 
birth rate, high mortality and no immigration, the 
forecast estimates a 1975 population of only 151 mil- 
lion and, moreover, a declining trend by that time 
after a peak of 151.6 million had been reached in 
1970. 

The report listed nine main trends, analyzing at 
length the implications of each. One of them is the 
anticipated increasing proportion of older people 
(65 years or over) who by 1975 are forecast to show 
an increase of 54% to 82% over the present number 
of 11 million. 


Greatly Expanding Needs 


The great economic importance of the findings of 
the Census Bureau is first of all that in order to 
maintain our standard of living, the country—faced 
by a steadily rising population at least until 1975— 
will need more of everything that was thought nec- 
essary some years ago. This prospective need forms 
a true and practical basis for our postwar business 
expansion, for it clearly points to the future exist- 
ence of vastly broader domestic markets for virtually 
every type of product, quite apart from possible 
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important shifts in the nature of consumer demand. 


Already businesses catering to the needs of in- 
fants and young children are enjoying larger in- 
creases in sales, reflecting the jump in birth rates 
since the war. After 1950, business catering to the 
needs and desires of teen-agers will have an ex- 
panding market. By the same token, just as the 
higher marriage rate since the war has greatly 
accentuated the housing shortage, the number of 
marriages in future years, and resultant housing 
needs, will vary with past changes in birth rates. We 
shall be lucky if the current housing shortage has 
been alleviated by the time the new impact of future 
housing needs will make itself felt. 

The boom in the birth rate, as will be readily seen, 
will have significant deferred effects. It will be felt 
by the increase in the number of students entering 
schools during the coming years; by the increase in 
our labor force by mid-1960 when the children of 
today will have grown up; by a substantially higher 
number of marriages 20 to 25 years hence, thereby 
again boosting the birth rate as well as the demand 
for housing and everything that goes with the cre- 
ation of a family. And ultimately, some 65 years 
from now, we must expect that the Social Security 
System will have to absorb a large increase in the 
number of persons retiring. 

Apart from the prospect of broader markets re- 
flecting the needs of a larger overall population, 
prospective changes in age distribution are also im- 
portant to many industries with nationwide mar- 
kets, just as local industries will show keen interest 
in migration of population from one part of the 
country to another. Changes in family age and com- 
position, for instance, may spell important changes 
in spending habits, while migrations of course have 
a definite bearing on overall business potentials. 

In this connection, too, it will be of interest that 
long range population increases have been most pro- 
nounced in the West, with a gain of 24.7% between 
1940 and 1947; and smallest in the South with a 
gain of only 2.7% during the same period, based on 
a sample survey taken by the Census Bureau. North- 
eastern States had an estimated increase of 9.3% 
and the North Central States showed a gain of 
6.3%. Throughout the United States, the urban pop- 
ulation increased about 12.7%, the rural-non-farm 
population 14.3% ; both gains were made partly at 
the expense of the rural-farm population which de- 
clined about 9.6%, all between 1940 and 1947. 


Permanent Stimulus to Production 


To sum up, a rising population together with the 
wide distribution of income that has taken place in 
past years will mean a permanent stimulus to pro- 
duction in virtually every branch of business, a 
growing and longer lasting demand for goods and 
services that should strongly sustain future business 
and effectively cushion it in times of recession, and 
raise its potentials in prosperous times. It is a pros- 
pect that puts realism behind current business ex- 
pansion, for it warrants the expectation of a perma- 
nently higher business plateau in the future despite 
the vagaries of the business cycle. 

Naturally it will not be enough merely to expand 
productive facilities. It is equally important for 
business to adapt itself to the constant shifts we 
must expect, that stem from population changes and 
their relation to the (Please turn to page 146) 
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By P. T. SHELDRICK 


be he increasingly divergent trends of corporate 
earnings that are taking place this year in the vari- 
ous major industries call for a somewhat more care- 
ful analysis of the operating conditions of individ- 
ual companies than was necessary during the period 
of general recovery following the war. During that 
time the earnings in almost all lines were rising as 
a result of the tremendous demand for practically 
all types of goods caused by the wartime curtailment 
of production, the rebuilding of distributors’ stocks, 
the heavy export shipments, the great expansion in 
national income and accumulated savings, and the 
substantial growth in population. 

Corporate earnings in the aggregate rose to estab- 
lish new high levels in 1946, and again in 1947, with 
the increases concentrated in the manufacturing, 
mining, merchandising, and service industries. Pub- 
lic utility earnings, which for twelve years have 
been relatively stable, improved only moderately in 
most cases, but in transportation generally (rail- 
roads, air transport, traction and bus lines, earnings 
have been kept at a depressed level by the continu- 
ing pressure of rising costs against fixed rates. 

Interest at the present time centers in the chang- 
ing trends among the manufacturing industries, 
both because of their comprising such a large por- 
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tion of the total investment in business 
as a whole, and because they have just 
experienced an upward cycle of earn- 
ings to new high levels. Despite the out- 
look for a continued large volume of 
sales, manufacturing corporations and 
their shareholders are concerned about 
the continued rise in costs. This prob- 
lem has been commented upon recently 
in many corporate reports for the first 
quarter of 1948. 

The demands which companies now 
face for a “third round” of wage in- 
creases, and the counter-action by sev- 
eral of the largest companies in offering 
instead a lowering of selling prices in 
the effort to combat further inflation, 
will make the next few months a criti- 
cal period indeed. 

In any examination of industrial 
costs today, the use of overall averages 
and generalizations are probably of lit- 
tle value. A much more searching analy- 
sis is needed, because of the wide variation in 
costs, particularly in labor costs, among differ- 

ent lines of business. Although the warning is 
often given that “break-even” points—the per- 
centage of capacity above which companies 
must operate in order to make a profit—have 
risen greatly since prewar, such points are not 
fixed, and differ widely for individual com- 
panies. For this reason the investors, like the 
cost accountants of industry who are devoting 
a great deal of study to this problem, are likely 
to benefit most from a study of individual 
cases. 

As a basis for this analysis, a broad tabula- 
tion has been made of a group of 80 of the 
largest American manufacturing corporations 
whose 1947 annual reports, out of several hun- 
dred that have now been published, give the 

details of wages and salaries paid. All of this group 
are well-known companies, which in almost every 
case handle a volume of business of $100 million or 
upward per year, and whose stocks are widely held 
by investors. 

In addition to sales and payroll figures for these 
companies, the 
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PRODUCTION AND WAGE COSTS IN MANUFACTURING 


labor benefits) represents only part of 
their total distribution to “labor,” in- 
asmuch as their payments for mate- 
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rials, supplies, and services purchased 
eo” from others also go to a large extent, 
. to labor indirectly. This is proven by 
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the Department of Commerce statis- 
0 tics of national income on an overall 


aw basis, which show that “labor” receives 
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about two-thirds of the total national 
income in the form of wages, salaries, 
and other employee benefits, in addi- 
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tion to sharing in thedivid ends, inter- 
est, rents, royalties, and entrepreneu- 
rial income. 

Second, the percentages given on 
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distribution of the sales dollar to labor 
are not quite the same as the per- 
centages of labor-cost to total cost, 
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since the latter is less than sales by the 
amount of the profits (either before or 
after taxes, depending upon the meth- 
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$2,212 million, a profit margin of 6.3% on sales. 
Scaling down such astronomical figures to an aver- 
age per company would give annual sales of $439 
million, payrolls of $115 million, and net income of 
$28 million. 

The data of individual companies is presented in 
three tables, showing the dollar figures of sales, 
payrolls, and net income, and the percentage of the 
latter two items to sales. Also, a condensed sum- 
mary by major industries reveals the wide varia- 
tion in the percentage of labor cost to sales. 

In connection with this summary and the detailed 
tables, two qualifications—one of an economic and 
one of ‘an accounting nature—should be borne in 
mind. 

The first is that the direct payments made by any 
particular company to labor in the form of wages 
and salaries (and including in some cases also social 














































Table 1 
Low Labor-Cost Companies 

1947 1947 1947 Net 

Sales Payrolls %of Income % of 

000s 000s Sales 000s Sales 
MEAT PACKING, ETC.: 
Armour Be CO. nencceeeeseseeene $1,958,211 $199,078 10.2 $22,950 1.2 
Geo. A. Hormel & Co... 226,795 21,813 9.6 3,229 1.4 
John Morrell & Co 286,072 23,550 8.2 2,889 1.0 
Sear & Co... . 2,248,767 217,072 9.7 22,335 1.0 
Amer. Sugar Refinin 302,161 22,805 7.5 10,245 3.4 
Schenley Distillers Corp... 547,562 49,900 9.1 26,845 4.9 
DAIRY PRODUCTS, ETC.: 
Borden Company 604,466 101,175 16.7 19,793 3.3 
Golden State Company......... 106,759 16,290 15.3 1,004 0.9 
Natl. Dairy Prod. Corp............ 889,762 141,372 15.7 23,159 2.6 
General Foods Corp... 407,267 51,524 12.7 17,304 4.2 
PETROLEUM REFINING: 
Atlantic Refining Co... 320,145 61,948 19.3 15,898 5.0 
Gulf Oil Corp.............. -- 497,211 137,690 17.3 95,540 12.0 
Ohio Oil Co............ 132,401 21,296 16.1 29,161 22.0 
Phillips Petroleum 302,772 56,338 18.6 40,894 13.5 
Shell Union Oil Cor 628,105 112,236 17.9 59,875 9.5 
Socony-Vacuum Oil Co... 1,030,406 167,200 16.2 97,709 9.5 
Standard Oil Co. of Ind... 922,810 183,081 19.8 94,881 10.3 
Sun Oil Co. ncnemene 356,841 70,418 19.7 24,340 6.8 
Union Oil Co. of Calif... 171,788 32,610 19.0 18,911 11.0 
PULP AND PAPER: 
Container Corp. of Amer...... 128,346 23,058 18.0 10,274 8.0 
International Paper Co............ 408,697 86,433 21.1 54,397 13.3 
St. Regis Paper Co... «= 143,865 33,200 23.1 14,631 10.2 
West Va. Pulp & Paper Co... 85,989 23,482 27.3 10,935 12.7 
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ments, however, would not affect ma- 
terially the relative positions shown. 

Table 1 presents the data for 23 companies in 
four industries in which the labor-cost is relatively 
low, including meat packing, dairy products, petro- 
leum refining, and paper products; also, solely for 
convenience, single companies in the general foods 
and the sugar industries. 

It will be seen that although these are all mass 
production industries, the labor cost is low in meat 
packing and dairy products largely because of the 
rapid turnover of sales, and the fact that labor is 
not used for actual “manufacturing” but rather for 
“processing” (although the standard classification 
of these industries is in ‘“manufacturing’’). 

In petroleum refining and paper products, the 
labor cost is low largely because of the heavy in- 
vestment in plant and equipment, and the fact that 
many employees engaged there in “manufacturing” 
have little to do but watch dials and turn a valve 
occasionally. 

Labor-cost ratios in the oil industry may vary 
among different companies merely as a result of 
different methods in handling certain operations 
Most of the big refining companies, for example, 
also produce a substantial portion of their own 
crude petroleum, and if wells are drilled by their 
own employees, the cost is charged to “labor,” 
whereas if they are drilled by independent contrac- 
tors the cost is charged to “other expenses.” 

With liquor distilling companies, the low labor- 
cost is due in part to the fact that “sales” include 
the large internal revenue taxes, quite unrelated to 
labor-cost. 

For companies having a labor-cost ratio of only 
10% or 20%, it will be seen that a moderate rise in 
wages would have a relatively small effect upon the 
total of all costs. 


Profit Margins 


Nevertheless, the profit margins must be consid- 
ered at the same time. A margin so narrow as that 
traditional in the meat packing or dairy products 
industries would be squeezed sharply or even wiped 
out by only a relatively small rise in costs that could 
not be passed on. In the case of many petroleum and 
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paper companies, on the other hand, the tremendous 
demand for their products and the sharp advances 
made in selling prices since OPA days have resulted 
in profit margins that are wider than usual, and 
thus might absorb some rise in costs without serious 
impairment. 

Table 2 gives corresponding figures for 23 com- 
panies in five industrial groups having medium 
labor-cost ratios. These include such diverse lines as 
chemical products, textile products, automobiles and 
parts, baking, and rubber tires. 

Each of these industries has certain peculiarities 
affecting its labor-cost ratios. In automobiles and 
parts, the direct labor cost is held down by the pre- 
vailing, though widely varying, practice of purchas- 
ing parts and assemblies from other companies. In 
the mass production of chemicals, textiles, and tires, 
the direct labor cost is held down (as in petroleum 
and paper) by the heavy capital investment for 
mechanization of plant. In baking, the labor-cost 
naturally is far higher than in those food industries 
already cited which merely process and distribute 
the product. 


Effect of Diversification 


Another reason for variation in labor-cost ratios 
is the fact that the products of many companies 
overlap into two or more different industrial classi- 
fications. While this tendency is not new, it has been 
accelerated since the war as a means for greater 
diversification, and as an avenue for the investment 
of surplus wartime earnings. 

Thus we have examples of an arms company 
making washing machines, a flour milling company 
making electric irons, a dairy products company 
making plastics, a razor company making “perma- 
nent waves kits” for ladies, an oil company making 
acids, a glass company making paint, an automo- 
bile company making air-conditioning equipment, an 
auto parts company making lawn-mowers. Clearcut 
industrial classification is difficult in many indus- 
tries, and impossible in some, such as the ‘“‘chemical 
industry,’”’ whose experts cannot reach any satisfac- 
tory definition as to which of the many branches 
and related lines should properly be included. 

Table 3 gives the figures for 34 companies in six 
industrial groups having relatively high labor-cost 
ratios. These include machinery, building equipment, 
railway equipment, iron and steel, electrical equip- 
ment and office equipment. 

Among the steel companies, the labor-cost ratio 
varies with a number of different factors. Some 
companies produce most of their own iron ore, pig 
iron, coal, coke, limestone, and other materials, 
whereas others depend largely on outside suppliers. 
Some produce basic carbon steel for the most part, 
while others specialize on high-alloy steels for tools 
and other special purposes, which require far more 
labor, and are sold in small lots. 


The Factor of Integration 


The extent to which any company is “integrated” 
as to its supply of materials and parts affects also 
such industries as machinery, building equipment, 
railway equipment, and electrical equipment. The 
high labor-cost ratios of the office equipment com- 
panies reflect the relatively large amount of hand 
work required for the precision manufacture and 
assembly. (Please turn to page 145) 
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1947 1947 1947 Net | 
Sales Payrolls %oof Income fo of | 
000s 000s Sales 000s cone } 
CHEMICALS AND DRUGS: 
Allied Chemical & Dye Corp. $365,944 $89,058 24.3 $30,311 8.3 | 
Amer. Home Products _—— 127,635 30,643 24.0 6,624 5.2 
E. I. du Pont & Co... 795,538 261,906 32.9 120,010 15.1 
Koppers Company .. 162,457 45,123 27.8 6,166 3.8 
Monsanto Chemical Co. 143,403 40,460 28.2 15,561 10.9 
TEXTILE PRODUCTS: 
Amer. Viscose Corp... 201,318 65,318 32.4 18,520 9.2 
Celanese Corp. of Amer.. 181,084 57,400 31.7 24,173 13.3 
West Point Mfg. Co... 100,479 21,215 21.1 13,252 13.2 
AUTOS AND PARTS: 
Chrysler Corporation . 1,367,935 259,149 18.9 67,181 4.9 
Eaton Mfg. Co............ 99,603 28,443 28.6 7,436 7.5 
Electric Auto-Lite Co... 185,991 63,227 34.0 10,715 5.8 
General Motors Corp... . 3,811,607 1,155,388 30.3 287,991 7 
Mack Trucks, a... = 124,830 41,593 33.3 8,244 6.6 
Nash-Kelvinator Corp. ... 250,263 62,857 25.1 18,098 7.2 
Packard Motor Car Co...... 116,625 29,534 25.3 3,912 3.4 
Studebaker Corp. me 267,999 62,045 23.2 9,127 3.4 
Willys-Overland Motors * 138,124 29,861 21.6 3,368 2.4 
BAKING: 
Continental Baking Co....... 150,285 44,580 29.7 5,552 3.7 
National Biscuit Co.. 263,894 79,596 30.2 22,902 8.7 
RUBBER TIRES, ETC.: 
General Tire & Rubber Co... 126,136 33,820 26.8 5,872 4.7 
Goodyear Tire & Rubber Co. 670,773 205,377 30.6 25,545 3.8 | 
U. S. Rubber Co... = «£80,968 208,639 35.9 21,753 3.7 | 
Continental Can Co... 266,432 70,472 26.5 12,810 4.8 | 
Table 3 
High Labor-Cost Companies | 
7 e. = ee ee ae 
1947 1947 1947 Net 
Sales Payrolis cof Prcome % of 
000s 000s Sales 000s Sales 
MACHINERY: 
Caterpillar Tractor Co. $189,120 $65,013 34.4 $9,957 5.3 | 
Dresser Industries, Inc............ 80,095 21,948 27.4 4,439 5.5 | 
International Harvester Co... 741,252 267,089 36.0 48,469 6.5 | 
Link Belt Co................ 87,323 26,158 30.0 7,016 8.0 | 
BUILDING EQUIP., ETC.: 
Amer. Rad. & S.S. Corp...... 200,034 66,623 33.3 19,425 oF | 
Armstrong Cork Co... = 143,971 42,421 29.5 9,649 6.7 | 
Babcock & Wilcox Co... 105,773 43,489 41.1 6,762 6.4 
Crane Comp 191,672 52,622 27.5 12,744 6.6 
Johns-Manville "Corp. 133,885 53,210 39.7 9,487 7.1 
Pittsburgh Plate Glass. Co. . 265,131 79,619 30.0 27,771 10.5 
Si Company 122,439 39,304 32.1 8,264 6.7 
RAILWAY EQUIPMENT: 
Amer. Brake Shoe Co... 107,633 34,221 31.8 4,543 4.2 
Amer. Locomotive Co......... 110,529 35,859 32.4 4,421 4.0 
Amer. Steel Foundries............ ; 54,850 22,222 40.5 3,042 5.5 
IRON AND STEEL: 
Allegheny Lud. Steel Corp. 106,783 39,463 37.0 6,003 5.6 
Armco Steel Corp................ 314,101 92,788 29.5 25,002 8.0 
Bethlehem Steel Corp... 1,032,338 413,092 40.0 51,088 4.9 
Colo. Fuel & Iron _- oss 94,740 40,552 42.8 4,330 4.6 
Crucible Steel Co............... 110,227 50,333 45.7 2,065 1.9 
Inland Steel Co... 316,339 76,986 24.3 22,589 7.1 
Jones & Laugh. Steel Corp. 350,132 132,968 38.0 22,384 6.4 
National Steel Corp... 330,837 95,114 28.7 26,839 8.1 
Republic Steel Corp... 649,824 219,701 33.8 31,018 4.8 
U. S. Steel Corp... 2,122,786 872,497 41.1 126,704 6.0 
Youngstown Sh. & Tube Co. 308,571 81,311 26.4 22,300 7.2 
ELECTRICAL EQUIP., ETC.: 
Allis-Chalmers Mfg. Co........ 211,950 84,592 39.9 5,422 2.6 
General Electric Co... . 1,330,776 659,756 42.1 95,299 7.2 
Radio Corp. of Amer... wee 314,024 107,925 34.4 18,770 6.0 
Westinghouse Electric Corp. 712,975 296,899 41.6 48,806 6.8 
Eastman Kodak Co... 351,751 141,100 40.1 43,199 12.3 
Douglas Aircraft Co... 129,417 73,300 56.6 —2,141 —1.7 
OFFICE EQUIPMENT: 
Burroughs Adding Mach. Co. 69,326 41,741 60.2 6,763 9.8 
National Cash Register Co. 140,682 91,387 65.0 13,311 9.5 
Royal Typewriter Co............... 36,620 22,531 61.5 4,013 11.0 
117 





-<$ 


+ shanna wr are «© 


oti on Wis haat an 







WILL BENEFIT 


# American Business 








iteneenenl 
a aetna 
on 
ti 
tte 


Flox that the fast shrinking supply of American 
dollars held by many foreign nations has been bol- 
stered by the $6 billion Foreign Aid Program, nu- 
merous domestic industries are viewing their volume 
potentials with increased confidence. During the 
April 1948-49 period, however, not all of the large 
sum mentioned will flow into the coffers of Ameri- 
can producers, for sizeable amounts of foods and 
other items will be purchased outside of the United 
States, and military aid may include surplus items 
now owned by the Government. Administration 
costs, too, must be considered. 

In appraising how the grand total of $6,098,- 
000,000 will be apportioned, chief interest centers in 
the European Relief Program, for which Paul Hoff- 
man, Chief of the Economic Cooperation Adminis- 
tration, has presented a breakdown of procedure 
with commendable speed. After allowing for mili- 
tary aid to Greece, Turkey and China, plus eco- 
nomic assistance to the latter country, Western 
Hemisphere countries combined should have about 
$5.3 billion to spend on ERP during the 12 months 
period mentioned above. While the status of the 
Program is yet too fluid to permit accurate esti- 
mates, it looks now as if approximately $1.5 billion 
will be allowed for purchases in Canada, Latin- 
America and to a limited extent in countries over- 
seas. Based on this surmise, orders certain to apply 
° the United States would shrink to around $3.8 

illion. 

Mr. Hoffman has already expressed his belief 
that this program will not place any undue strain 
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By WARD GATES 


upon the American economy during 1948, because 
aggregate exports from the United States to the 
ERP nations are apt to be even slightly less than 
they were last year. The most essential needs of 
the 16 nation group have been screened and ad- 
justed, however, to an extent that may lead to shifts 
in the character and quantity of items shipped com- 
pared with 1947. In this respect, certain industries 
may gain at the expense of others in the overall 
planning. 


Direct Orders 


A somewhat novel element in a situation of this 
kind is the announced intention to encourage foreign 
importers to place approved orders direct with firms 
in the United States, at least wherever possible. By 
this process considerable benefits might accrue to 
domestic firms that are strongly entrenched in mar- 
kets throughout Europe. But at the current stage 
of development it would overstep the bounds of 
conservatism to hazard guesses as to just what con- 
cerns are likely to gain by the program, except in 
a few special instances. 

In order to help the hard pressed countries abroad 
combat Communism and achieve economic efficiency, 
top place in the program is given to an ample supply 
of food. As improved weather conditions in Europe, 
and widespread efforts to step up agricultural pro- 
duction, have substantially lifted the probable quan- 
tity of available food over there, the 16 nations 
probably will need less foreign aid than they did 
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last year. Wheat as always will rate highest in food 
planning and as things now look, ECA may have to 
purchase about 250 million bushels in its program, 
compared with 330 million bushels shipped by the 
Western Hemisphere in 1947. $957.2 million have 
been earmarked for the acquisition of various grains 
needed, but this will vary one way or another ac- 
cording to price action in grain markets, not only in 
the United States but in Canada, Argentina and 
other potential suppliers. 


Wheat and Flour Shipments 


It is quite possible that increasing proportions of 
wheat and other grains may be shipped in the form 
of flour or meal, in which event some of our domes- 
tic millers would receive substantial orders. The 
milling industry for some time past has been trying 
to sell this idea to Washington on the plea that 
despite higher basic costs, an economy in shipping 
space would ensue and that valuable amounts of 
cattle feed could be retained for American farmers. 

As for other kinds of foods, the plan does not en- 
visage shipment of much meat from American 
shores, although our packers may receive reasonable 
orders for certain kinds of canned goods. Aside 
from the sums to be spent for grains, however, 
ECA will have at its disposal some $620 million 
for purchase of other edibles. 

This includes $117.9 million for sugar alone, but all 
of this will go to Cuban sugar producers, for this 
year’s output by Cuba is far in excess of what we 
require for domestic consumption. For edible fats and 
oils, $131 million has been allotted, so that suppliers of 
these essentials may achieve some volume support ac- 
cordingly. Quantitively, however, this year’s exports 
of fats and oils appear headed for a slight downward 
trend compared with 1947. 

Dairy products valued at $133.5 million, including 
cheese and canned milk, should strengthen sales po- 
tentials for many of our domestic suppliers, for 
compared with last year’s shipments these items 
would represent an increase. An additional $12 mfl- 
lion will be used to purchase dried eggs. $26 million 
destined to go to producers of coffee, along with 
$34.6 million for rice, rather naturally will be ear- 
marked for Latin-American concerns. 

On the other hand, American sellers should bene- 
fit from prospective purchases of oil cake and meal 
valued at $60.2 million, and substantial quantities 
of dried beans, peas and dehydrated fruits, for these 
items are not only nourishing but readily trans- 
ported as well. 


Chiefly Foreign Oil 


Although the apportionment of $379.7 million for 
purchases of petroleum products seems very sub- 
stantial, it is probable that United States oil firms 
will chiefly benefit through subsidiaries operating in 
the Middle East or in Latin-America. Due to mount- 
ing foreign demand for the numerous products from 
Overseas Oil wells, it may prove difficult to sustain 
imports of crude oil by our big domestic oil con- 
cerns at a desired level. From whatever angle this 
problem is scanned, the earnings outlook for the oil 
industry is enhanced, at least for those companies 
with large foreign productive capacity, and the tight 
overall supply situation will assure firm prices in 
the domestic field. 

King Cotton is bound to benefit substantially from 
the ERP program. Some of the textile concerns of 
the 16 nations have staged a decided comeback in 
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Revised Estimate of Shipments from the 
Western Hemisphere to the E. R. P. Countries 
($ million) 
ee 15 Months: April 1, 1948-June 30, 1949 
E.C.A. Self Total 
Financed Financed Shipments 
Great Britain and dependencies.. 1,671 2,602 4,274 
France and French Empire... 1,469 475 1,944 
Germany (Trizonia) . 701 910 1,611 
Netherlands and Empire... 778 400 1,178 
oe 901 222 1,123 
Belgium and Belgium Congo.. 278 709 987 
Sweden . [aa 36 461 497 
Switzerland . 445 445 
Austria ......... poe 243 29 272 
Denmark . 169 %6 265 
Norway 42 221 263 
Greece . 138 97 235 
Ca 150 45 195 
Portugal and dependencies........ 167 167 
Turkey . 13 74 87 
Iceland ........ 14 7 21 
Total 6,603 6,960 13,563 

















their operations and in the period right ahead may 
need almost twice as much raw cotton as they did in 
1947. In other words, our exports of this material 
may rise to well over 2 million bales, against 1.3 
million bales a year ago. To assist in this endeavor, 
ECA will have $511.3 million to spend, the second 
largest item in its budget. Additionally, there will 
be $72.6 million going to our cotton mills for cloth, 
along with.$2.7 million for cotton yarn. 


Impact on the Steel Supply 


The impact of the Foreign Recovery Program 
upon our domestic steel industry will have multiple 
force. Exports of around 2.5 million tons, mostly of 
finished steel, would represent a gain of about 40% 
over 1947, but this goal may not be practical to 
achieve. At that, only a small percentage of the 
industry’s total output (Please turn to page 148) 
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Estimated Commodity Shipments by E. C. A. | 
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Mi LEGISLATIVE PROSPECTS 


By E. K. T. 


REP. JOHN TABER has his more internationalist- 
minded colleagues in congress worried. The New 
Yorker, chief of the economy bloc has announced he 
plans to subject the programs of the European 





WASHINGTON SEES: 


Republicans in congress are determined to 
establish a political lay-away plan for upcoming 
legislation. The idea is borne of the notion that 
the GOP already has the election won and it is 
winning support on the topmost levels, including 
that of Senator Robert A. Taft of Ohio. 


The program is a simple one: Any legislation 
that is not an absolute “must” will be laid away 
until next year; any which must be enacted will, if 
at all possible, be given only one year's extended 
existence. 


First test is likely to come on the reciprocal trade 
egreements law. Terminal date is June 30, and 
proposed is a three-year extension—the same as 
in the past. Here, the GOP is not only convinced 
it will have both the White House and ruling 
majorities on Capitol Hill but also may have a con- 
gress of the old high protective tariff stripe. With 
those thoughts in mind, the leadership has dele- 
gated Rep. Bertrand Gearhart of California, sub- 
chairman of a committee to thin down the bill in 
terms of scope, and to cut its life from three to one 
year. - 


Next to be slated for lay-away treatment is the 
series of appointments to the Atomic Energy Com- 
mission. A determined fight will be made against 
reappointment of Chairman Lilienthal, but just in 
case the assault doesn’t succeed, the GOP pro- 
poses to make his a one-year term, put up to the 
“next President” the job of picking a successor. 
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Economic Administration to “scrutiny’—and scru- 
tiny by Taber has meant reduction in the past. Ad- 
ministrator Hoffman has said 5.3 billion dollars is 
rock bottom cost for the first year. Taber obviously 
isn’t convinced. And, of course, ERP at this point is 
mere authorization, not financed. Worry is that 
beneficiary countries have been led to accept the 
Hoffman figure as a promise, will regard any reduc- 
tion as a breach of promise. 


SENATOR TAFT’S friends are beginning to throw up 
their hands in despair. The Ohioan’s devotion to 
honesty and directness, they say, is ruining his 
chance of winning the GOP nomination to the Presi- 
dency. His farm speeches started it; his suggestion 
to Harold Stassen to stay out of Ohio in the interest 
of party unity was taken as a sign of weakness. And 
now he has plunged himself into the fight whether 
members of the original Atomic Energy Commission 
should be confirmed for a new term. It has the ear- 
marks of partisanship in a dangerous area, at a 
troublous time, his friends tell him. But he’s 
adamant. 


NEITHER legislation nor funds are likely to figure 
in the mobilization plans for the next several 
months, except insofar as they concern manpower 
—UMT or draft. The Administration is planning to 
utilize existing government agencies, chiefly the 
National Security Board, the National Security Re- 
sources Board and the Council of Economic Ad- 
visers. There is no present intention to use the ex- 
traordinary powers which the White House is ask- 
ing and which, in part at least, will be given. Pro- 
gram drafting will be the key. Business and indus- 
try will be called in (in fact the calls are being an- 
swered currently) for advice on price, distribution 
and transportation. 


DESPITE INCOME TAX CUT and passage of foreign 
relief legislation, the congressional leadership pre- 
dicts a surplus of 2.6 billion dollars at the end of 
the current fiscal year—June 30. The Treasury now 
shows a balance of 7 billion dollars. After consider- 
ing the 3 billions for foreign aid and the 1 billion 
congress will add to the (Please turn to page 148) 
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Capitol Hill admits that President Truman has 
made out a good case for enactment, of his anti-inflation 
program now -- despite the fact that it was flatly rejected 
several months ago. But congress has no present disposition 
to enact it. This is an election year! There appears to be 
little dispute that tax reduction, foreign aid, and in- 
creased military expenditures raises the spectre. His 
thesis that the Administration should have reserve powers 
to impose selective controls over prices and wages as well 
as authority to allocate goods in scarce supply and estab- 
lish controls over credit expansion is convincing ... but 
the votes to implement that plan just aren't there. 





























Chief objection is that a degree of peacetime 
regimentation is entailed which congress isn't willing 
to accept. If Mr. Truman were to change his course, select from among his multi-pointed 
program a few of the controls, he'd have a better chance of success. Republican 
leaders admit that. They would be willing, for example, to go along with a measure to 
check inflationary expansion of bank credit. But they want the White House to initiate 
the suggestion; they won't. 




















The Federal Reserve Board wants tighter credit control. That is eminently 








document its position. Complaint is that the Administration is shooting at too many 
targets in a situation where piecemeal handling is indicated. Actually, the President 
has scoffed at the Reserve Board's suggestion, wants whole-hog action. Capitol Hill 
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in the government's budget position. And that doesn’t parallel the general business 
Situation, which has shown a definite firming. Department of Commerce reports show 
recovery in the prices of some commodities which had declined in the opening months 
of the year, and stock market prices moved higher. Consumer purchasing continued strong 
in the aggregate, though more selective than in the final quarter of 1947. Arise in 
industrial production also has been noted, despite stoppages in coal mining and in 
the meat packing houses. 


























Selection of Governor Dwight Green of Illinois as keynoter and Speaker 
Joseph W. Martin of Massachusetts, as permanent chairman for the republican national 
convention is considered in Washington to have some of the earmarks of a candidate 
elimination plot. Certainly Martin, as presiding officer during the nominations, 
stands little chance of receiving more than a cursory entry speech. Keynoters have 
been known to stampede conventions to their own interests, but not permanent chairman. 
































Martin, however, is not considered "in the running" by most political ob- 
servers. Actually, he heads the list of those analysts for Martin is not the type to 
bemuse himself. The boomerang of his association with John L. Lewis in settlement 
of the coal strike by this time has completed the circuit to strike him right between 
the two eyes. John L. has tagged him for political oblivion. At least that is the 
consensus here as of this date. 














But, choice of Governor Green has much more political implication. Green draws 
his political support and gained his present stature under the aegis of Publisher 
Robert McCormick, catalogued as an unconver‘ed isolationist. The Illinois governor 
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seldom departs from the path of his mentor. And that would seem to mean that the 
keynote speech will not be calculated to give the strength to the candidate from his 
neighboring state, Senator Arthur H. Vandenburg of Michigan. 

















It isn't seriously suggested here that the GOP is going down the path of 
=solationism -- if indeed that charge ever held water as blanketing the entire party. 
Practical politics would dictate the other course. But choice of Green to sound the 
pitch for the Philadelphia deliberations cannot be dismissed lightly. There is not 
only Vandenburgh, bellwether of bipartisan action on international affairs to be 
considered, but also Harold Stassen who has been eminently successful in picking up 
delegates in erstwhile isolationist territory whole espousing a thoroughgoing one 
world program. 





























Government guarantee of loans to finance war production netted the Treasury 
a profit of 23 million dollars. Secretary Snyder explained that guarantee fees and 
interest exceeded administrative costs by this amount. In this respect, the venture 
seems to parallel the experience with home owners loans where, despite the fact that 


only the worst risks were taken up by HOLC, the government came out ahead. 




















Disposal of surplus war plants will be reusmed May 8 after a one-month recess. 
But War Assets Administration doesn't expect business to be brisk. Many of the remain- 
ing buildings -- they number 230 -- aren't adaptable for peacetime use, or for other 
reasons do not find a ready market. And, henceforth, the clause requiring that they be 
kept in condition for conversion to wartime purposes, formerly invoked only sparingly, 
will be applied to all remaining plant and equipment. 























The building materials shortage is practically over. That's the word from 
the Construction Industry Advisory Committee which forecasts there will be no scarcity 
in the final quarter of this year. Increased freight car production was a major factor; 
it made possible shipment of needed materials to points where they were needed, at 
the time they were needed. Fly in the ointment: the announcement by the advisory 
committee was based on studies completed before the military services announced 
their program for housing -- "first call" building -- in the areas of military 
installations. 




















New Jersey republicans in congress say their indorsement of Gov. Driscoll 
as "favorite son" candidate for President is not pro forma although they admit they do 
not, expect him to win top place. They will make a determined fight to land him second 
spot on the GOP ticket. That's hardly world-shaking in itself, but it means this: 
Governor Dewey will have to show overbalancing strength on the early ballots to get 
the New Jersey convention votes. It's inconceivable that the convention would nominate 
both Dewey and Driscoll -- and the Jerseyites are going to hold out for Driscoll beyond 
the point where the New York governor may hold a convincing position. Unless, of 
course, he surprisingly lands the prize on an early ballot. 





























Interesting sidelight on that state's primary contest was the fact that 
Senator A. W. Howkes the established "big business senator" who was literally chased 
out of the race for renomination also failed to bring the senatorial nomination to 
his choice, Harry C. Harper. Real fact of the matter is that Hawkes didn’t have the 
organization; Governor Driscoll and and the governor supported Robert C. Hendrickson. 


























Capital will be made out of the retirement from public life of both Hawkes 
and Rep. Fred Hartley, co-author of the Taft-Hartley Act. Actually, Hartley had told 
the New Jersey leadership he would not be a candidate in 1948 during his successful 


1946 run -- and long before he took part in molding the labor-managemnt law. 
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Eve of ERP 


By V. L. HOROTH 


“7 hree months ago, at the time of the communist 
coup in Czechoslovakia, the future seemed bleak to 
many a western European. There was apprehension 
about the communists’ strength in Italy and the pos- 
sibility of civil war seemed fairly real. Stocks of 
food and raw materials were running low, and in 
Great Britain, Sir Stafford Cripps kept hammer- 
ing in the warning that there would be no relaxa- 
tion of “austerity” and that imports would be kept 
down in spite of the Marshall Plan. 

Prices were rising rapidly in France, and it looked 
as if the Government’s battle with inflation might 
be a failure. Confidence throughout all western 
Europe was at a low ebb; the black market prices 
for gold and the dollar were rising again, and capi- 
tal was fleeing from Europe—even from Switzer- 
land—anywhere outside of what seemed to be the 
doomed Continent: to the United States, to South 
Africa, and even to Australia. 

Then during the past few weeks a change came. 
Skies began to clear. The E.R.P. was passed with 
unexpected swiftness, and ten months after Secre- 
tary of State Marshall’s famous speech at Harvard, 
American aid started to flow to the 17 nations 
(including Western Germany) pledged to partici- 
pate in a plan for economic recovery. Food and raw 
materials are now assured. Crop prospects remain 
good, and the harvest of a bumper crop of wheat 
is expected to begin in southern Europe in less than 
a month. In Italy, the anti-communist forces won a 
signal victory. The chances of the communist seizure 
of power or civil war are definitely growing less and 
less. In Great Britain, Sir Stafford’s levy on invest- 
ment income earned last year was hard on some 
people. but the Government promised that this tax 
would not be imposed again. And in France, what 
looked like a hopeless situation has apparently taken 
a favorable turn. The price rise has stopped—at 
least in certain lines. The fiight of capital has slowed 
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down, and first the franc, and then the pound ster- 
ling, strengthened in free markets. 

While the war scare may have abated somewhat, 
the battle for control of western Europe is by no 
means won. The Italian communists may not be 
strong enough to stage a coup, but in view of their 
numbers (8 million) may still effectively sabotage 
Italy’s recovery. Three to four months of good 
weather are still needed to assure the crops, other 
than those of bread grains. 

Most important of all, American aid alone cannot 
automatically bring prosperity to western Europe. 
It represents but 5 per cent of the national output 
during the coming five years and it is not any larger, 
in fact, than the aid that western Europe has been 
getting during the past two years. In other words, 
the main effort must come from the Europeans 
themselves. They must help themselves as best as 
they can and help each other to the best of their 
ability. Only then can the E.R.P. be really effective 
in achieving its purpose (1) to provide relief and 
thereby ease the social and political strains which 
threaten the gains made thus far and (2) to over- 
come the deficit in western Europe’s balance of pay- 
ments with the dollar area. 


Strengthened Optimism 


Unquestionably the feeling of optimism has been 
strengthened by the knowledge that western Euro- 
pean industrial production has made a remarkable 
comeback despite communist sabotage and the poor 
harvest last year. As a matter of fact, by the third 
quarter of 1947, Europe’s industrial production had 
recovered as much in relation to the 1938 figures, as 
it had recovered by the end of 1923 in relation to 
the 1913 figures. This has been brought out by the 
recently published “Survey of Economic Situation 
and Prospects of Europe,” a study prepared by the 
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Economic Commission for Europe (United Nations 
Economic and Social Council). Furthermore, Eu- 
rope’s recovery has been greatest in the industries 
most essential to general reconstruction of steel, 
coal, and engineering. The chemical industry also 
has made remarkable progress. On the other hand, 
the building and textile industries have lagged be- 
hind, as will be seen from accompanying table. 

The main reason for the progress made in push- 
ing industrial production has been the improvement 
in European coal and steel position. Provided the 
flow of coal from this country is not interrupted, 
there should be enough coal this year. The Poles 
are actually ahead of “the schedule” which calls for 
68 million tons of coal as against 59 million tons in 
1947. Britain’s annual rate of production is being 
maintained near the 210 million ton level, largely 
because of the progress made in the mechanization 
of mining. The mental attitude of the miners, how- 
ever, leaves much to be desired. Most important of 
all the output of Ruhr coal, most suitable for metal- 
lurgical purposes, has reached the daily rate of 
nearly 300,000 tons. 


Steel Output at Postwar High 


Because of the larger output of metallurgical 
coke, steel production has been gaining, particularly 
in France, with British and German output like- 
wise at new postwar highs. Excluding Russia and 
Germany, Europe’s output this year is expected to 
reach 39 million tons as against 32 million tons in 
1947 and 28 million in 1946. Further expansion of 
steel production will depend upon the overcoming 
of the shortage of steel scrap and metallurgical coke. 
Another basic commodity bound to remain scarce is 
timber. The United Kingdom will be able to cover 
only about three-fourths of the amount imported in 
1947, with the result that the housing program will 
be delayed. 

European railway transport has made as remark- 
able a recovery as industrial production. During 
the last quarter of 1947, railway traffic handled 
actually 30 per cent more goods than before the war. 
The two problems that will have to be solved if the 
recovery is not to be impeded are (1) the shortage 




















European Export Prices Relative to 
United States Export Prices 
(Adjusted for Changes in Exchange Rates) 
1946 1947 
First Third 
Quarter Quarter 
A. Countries which became CHEAPER to buy in: 
Belgium .................. Seer eeeererees | | 135 
Czechoslovakia SARA | 132 
Denmark ..... - nist erscscasicnscss MMO 99 
SIONS nis Ean Pee ek | 90 
Netherlands crore emer 122 
Switzerland ...... EE | 132 
Turkey ......... vise ccs pelscaceeascensensceenssa eR 33 
| ee eens . 10 95 
B. Countries which became more EXPENSIVE 
to buy in: 
Parone Cs nn ott ieee bP el 164 
ie ERMC e rome eee | | 2 115 
Norway .......... " si i al greece 118 121 
Sweden ......... oh i icgieea lata ae 122 
Source: A Survey of Economic Situation and Prospects in Europe 
(United Nations: The Economic Commission for Europe) 
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of freight cars, and (2) the rehabilitation of the 
German transport system. 

In contrast with industrial production, the re- 
covery of Western European agriculture has been 
much slower, largely as a result of the cumulative 
effect of the shortage of fertilizers, lack of labor, 
loss of livestock, deterioration of agricultural equip- 
ment, and, finally, unfavorable weather. The pro- 
duction of wheat during the 1947-48 crop year was 
about 25 per cent less than prewar; output of meat 
and dairy products was down nearly 30 per cent. 


Improved Crop Prospects 


However, this year’s outlook is good, and France 
alone expects to harvest some 300 million bushels 
of wheat, or nearly twice last year’s crop. The out- 
put of sugar and of tobacco is also expected to reach 
or exceed the prewar level. 

The “Survey” makes a striking claim that on a 
per capita basis, consumption is now greater than 
before the war in Belgium, Ireland, Norway, and 
Sweden among the western European countries, and 
in Czechosolavkia and Poland, among the eastern 
European countries. Consumption is supposed to 
be not far below the prewar level in Denmark, 
France, and Great Britain. But the Survey hastens 
to add that a considerable portion of produced 
goods was used in filling pipelines and replenishing 
inventories, and never reached the consumer. 

In contrast with the remarkable recovery of in- 
dustrial production and the hopeful prospects for 
the restoration of agricultural output, the recovery 
of Europe’s trade, and particularly of intra-Euro- 
pean trade, has lagged behind. While European 
imports from overseas had recovered to 107 per cent 
of the pre-war level by 1947, intra-European trade 
was only 56 per cent of prewar. Yet the restoration 
of intra-European exchange of goods is essential for 
the success of the E.R.P. because it offers one of 
the best ways of overcoming the serious deficit in 
western Europe’s international payments with the 
dollar area. ; 
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Lagging Intra-Evropean Trade 


The reasons why the intra-European trade is 
limping so far behind the general recovery and why, 
in fact, this lag is likely to impede it in the future, 
are not difficult to analyze. In the first place, the 
economic prostration of Germany has created a 
vacuum impossible to fill. This has been all the more 
serious since German trade was much more con- 
centrated in Europe than that of any other major 
European country. Secondly, the curtailment of the 
flow of raw materials and foodstuffs from central 
and eastern Europe, as well as the slow recovery 
of southeastern Asia, has made western Europe turn 
to the Western Hemisphere for some 25 per cent 
more of its import requirements. Also Western Eu- 
ropean countries have had as yet not enough essen- 
tial goods to exchange. The foodstuff surpluses of 
such countries as Denmark or the Netherlands have 
been smaller than before the war, either because of 
the low level of production or because of increased 
home consumption. Finally and most important, the 
trade of western European countries has been ham- 
pered by bilateral agreements designed to protect 
the exporting country from accumulating too much 
inconvertible exchange. 

The most serious objection to bilateral trading as 
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practiced in postwar Europe is, of course, that it 
denies countries the opportunity of buying or selling 
certain goods on the most advantageous terms. In 
other cases, a country, in order to get a small 
amount of essentials, has been forced to accept a 
large amount of non-essentials. In the case of Den- 
mark it is officially estimated that such unwanted 
imports amounted to some Kr 100 million out of 
total imports of Kr 1,400 million during the first 
half of 1947. 

Since it has been the European countries’ distrust 
of each other’s currency that led to the rise of the 
bilateral trading system, it is often suggested that 
freer convertibility would unfetter intra-European 
trade. It has also been suggested that a clearing 
fund of several billion dollars be put up by the 
United States to enable European countries to bal- 
ance off their trade in dollars. 

As the Survey points out, neither plan would 
work. The dollar clearing fund would probably be 
wasted by promoting trade of non-essentials: 
French perfumes for English whiskey. The fact that 
a currency is considered “soft,” and hence dis- 
trusted by others, is merely an other way of say- 
ing that a country’s international payments are out 
of balance because of either low production or infla- 
tion, both of which stimulate imports and restrict 
exports. Inflation handicaps recovery along sound 
lines, while inadequate production in turn aggra- 
vates monetary instability. To quote the Survey: 
“the restoration of currency convertibility can only 
be envisaged under conditions which permit the 
equalization of supply and demand for individual 
currencies. This in turn involves either the restora- 
tion of equilibrium in the balance of payments or 
adequate credit arrangements between surplus and 
deficit countries which would enable the unbalance 
to be financed.” 


Bilateral Trading to Continue 


The Survey believes that, pending the balancing 
of international payments of individual countries, 
Europe will have to stick to the system of bilateral 
trading but that it can make 


service transactions, such as shipping and travel, 
brought another $700 million. But as a result of the 
dissipation of the bulk of her investments during 
the war, the investment income dropped to $400 
million in 1947. As if this were not enough, the 
net income from service transactions changed into 
a deficit of nearly $1 billion. The Survey is rather 
pessimistic about any increase in the income from 
investments or services. It points out that, in a few 
years, Europe will have to make amortization pay- 
ments on loans received from abroad. Moreover, re- 
lease of sterling balances will create a continuous 
outflow of funds on capital account. 


Exports vs. Imports 


Hence, to restore the balance in her international 
payments, Europe will have to rely chiefly on the 
expansion of exports or on a large contraction of 
imports, or some combination of both methods. In 
relation to the 1938 volume of overseas trade, the 
Survey points out, the bridging of the gap in inter- 
national payments would require a 56 per cent in- 
crease in Europe’s exports or a 36 per cent contrac- 
tion in her imports. 

What are the chances of closing the gap through 
export expansion? The first possibility is to expand 
exports to countries other than the United States 
and to use the proceeds to settle accounts in this coun- 
try. There should not be, in the Survey’s opinion, 
any great difficulty in creating an export surplus; 
there is plenty of room for increasing the products 
of heavy industries, particularly chemical and en- 
gineering. The difficulty, as the Survey sees it, lies 
in the tendency of non-European countries to use 
their dollars for purchases in the United States. In 
other words, “Europe cannot count with confidence 
on being able to obtain the dollars required to settle 
accounts with the United States through the old 
multilateral trading pattern.” 

The second possibility, that of concentrating on 
pushing exports that could be absorbed by the 
United States market, also runs into difficulty. These 
goods include luxury (Please turn to page 148) 












































it more flexible by encourag- 
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larger quantities of high octane gas, fuel and 
lubricants for an expanding number of ships 
and military airplanes. And as for foods, 
soft goods and the every-day requirements 
of civilians, the proposed enlargement of the 
Armed Forces will create heightened compe- 
tition for everything in this category. At 
best, the hoped-for exit of shortages from 








our economy is likely to be deferred for some 




















time. 


























Delayed Effects 
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In studying the changes that may result 

















from the preparedness program and the po- 























tentials for major bottlenecks, however, it 
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should be realized that the substantiil out- 
lays envisaged will not actually be made 
quite as fast as many people might su,pose. 
Considerable time rather than just a few 
months will have to pass before newly de- 
signed aircraft can reach the delivery stage 
or ships be launched. Besides which the 
authorities in Washington aim to implement 
the entire program in such a manner as to 
cause the least disruption of industry’s nor- 
mal course. 


During 1948 at least, too much significance 






































should not be attached to the effect upon the 






























































economy of potential Government spending, 
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though as time passes its influence may be- 
























By PHILLIP DOBBS 


_ most often repeated complaint last 
involved scarcities of much needed materials and 
the inevitable uptrend in their prices. In like man- 
ner, predictions of progress during 1948 were cau- 
tiously tempered by mention of continued shortages 
likely to occur in many basic items. But on the 
heels of justified assurance that supply in a long 
list of lines might catch up with demand, at least 
towards the end of the current year, now comes the 
certainty of a sizeable military program that may 
give rise to further bottlenecks at the manufactur- 
ing level, with revival of shortages of certain con- 
sumer goods. 

While contract authority for the Armed Forces 
to spend some $15 billion in fiscal 1949 is not too 
alarming in relation to the current national product 
or to military outlays under real war conditions, it 
nevertheless is bound to accentuate the demand for 
numerous now hard-to-get goods, and may well re- 
strict the output of others that only of late have 
become more plentiful. It goes without saying that 
top priority must be accorded to manufacturers for 
the essentials required to implement the proposed 
program, and Uncle Sam rather than the consumer 
public must receive a larger share of their output 
than formerly. 

This means that producers of many durables, such 
as automobiles, refrigerators, household appliances 
and the like, now hampered by scant metal supplies, 
may experience even more difficulties. Then, too, 
the already hard pressed petroleum industry sooner 
or later will have problems to face in supplying 
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come progressively potent. There are dis- 
tinct physical limitations to the rate at which 
the program could be speeded up under 
peacetime conditions, quite aside from shifts 
in the supply situation. For one thing, there 
is no surplus of trained workers under cur- 
rent conditions, and accelerated competition 
for a much increased number could find dif- 
ficulty in easing this serious bottleneck. 

When the first effects of rearmament upon indus- 
try are felt, the widespread importance of steel in 
filling numerous military needs is likely to accentu- 
ate the current scarcity of this basic material. De- 
spite the large expansion program of this industry, 
its capacity is hardly likely to grow by more than 
one million tons during the current year and even 
under normal conditions, this would fail to keep 
abreast of rising demand. Due to the output loss 
occasioned by the coal strike, the need for alloca- 
tions and longer deferred deliveries has become 
more restrictive upon production than ever. Since 
the uptrend in consumer purchasing power gen- 
erated by the new military program along with ERP 
seems bound to stimulate demand for automobiles, 
as well as numerous other durables, the scramble 
for steel may bring shortages for an indefinite 
period for the manufacturers of consumer durable 
goods. Top place is certain to be accorded to sup- 
pliers of Federal requirements. 


Initial Impact Small 


Again we would point out that during 1948, how- 
ever, no very significant quantities of steel will be 
directly or indirectly purchased for rearmament in 
all likelihood. While the vast quantity of anti-air- 
craft guns, rifles and tanks left over from the late 
war may now be somewhat obsolescent, it is prob- 
able that alterations rather than large scale replace- 
ments will affect policies for quite a while to come. 
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The main expansion in steel demand is likely to 
stem from the stepped up shipbuilding program that 
is discussed elsewhere in this issue. 


Outlook for Aluminum 


New uses for aluminum since the end of World 
War II, along with perhaps temporary substitution 
of this light metal for steel and other materials in 
short supply, have created a tight supply situation. 
The aluminum industry produced a record peace- 
time amount of about 1.14 billion pounds during 
1947, but this was far short of demand. The major 
expansion in aircraft construction now envisaged 
naturally will involve very large amounts of alumi- 
num within a fairly short time, hence tending to 
establish a serious bottleneck over an extended 
period, that is for an array of manufacturers that 
have been actively promoting the use of this metal. 
While the two main producers of aluminum may 
experience a mere shift in customers, secondary fab- 
ricators may suffer considerably later on. A substan- 
tial amount of aluminum capacity has been idle this 
year due to unavailable amounts of electric power, 
but if the electricity needed is allotted to the indus- 
try, it will have to be taken from enterprises con- 
sidered less essential. 

The Government stockpile not only of aluminum 
but of copper, lead, zinc and tine has been greatly 
depleted during the last two years in order to ease 
industrial shortages. In theory, the stockpile is sup- 
posed to hold a million tons of copper, for example, 
but despite domestic production of about 850,000 
tons last year, and imports of nearly as much more, 
the tonnage owned by the Government is discourag- 
ingly small. According to present plans, some $600 
million could be spent for building up the Federal 
stockpile with all kinds of materials, but unless bot- 
tlenecks for a wide range of industries are to be 
avoided, or just alleviated, spending by Washington 
for accumulation can hardly be done on any desira- 
ble scale. Under any conditions, it looks as if manu- 
facturers of household appliances, building supplies, 
air-conditioning, toys and similar items must sooner 
or later anticipate a restricted rather than an in- 
creasing supply of raw materials. 


The Fuel Situation 
In view of the present and steadily increasing de- 


mand for gasoline, fuel oils and other petroleum 
products, the prospect of expanding requirements 


from military sources suggests an almost certain 
return to allocations of these items for private auto- 
mobiles and home owners. The $4 billion expansion 
program now well under way by the oil industry will 
help to ease the impact of heightened demand in 
time, but within six months or so, scant supplies 
of petroleum essentials may creat a far more acute 
situation than now exists, influencing many classes 
of industry and consumers alike. This outlook, on 
the other hand, only serves to enhance the already 
bright potentials for well situated oil concerns at 
least until such time when preparedness activities 
may reach a stage where price controls may be 
required. 

Other products that may become less plentiful 
than now in relation to demand as a result of the 
preparedness program are shoes, clothing and cer- 
tain kinds of food. Per capita outlays by the Armed 
Forces for such requirements invariably are far 
larger than in private life, so that to whatever ex- 
tent the Armed Forces are expanded or collateral 
training activities increased, the competitive impact 
upon supplies is bound to be noticed. 

There is quite a possibility that new improvements 
in the composition of ammunitions may increase 
needs for more nitrogen. In this case, less of this 
material might become available for manufacturers 
of fertilizers, a group now hard pressed in meeting 
backlog orders. A potential bottleneck in this special 
field would create additional problems, because on 
top of a record domestic demand, the European 
Recovery Program envisages outlays of about $20 
million for fertilizer exports during the first year 
of ERP. 

In appraising the broader aspects of increased 
shortages, leaders in both industry and the Govern- 
ment are hoping that during the more immediate 
months, it will not be necessary to re-establish Fed- 
eral controls on wages, prices and allocations. In 
following our discussion, though, our readers may 
have realized that shortages in one area inevitably 
spread similar troubles throughout wide sections of 
the economy. Whether industry can take voluntary 
steps to smooth matters out in a satisfactory scale 
remains to be seen. Should the preparedness pro- 
gram expand later on, the test will reach an acute 
stage. 

All said, it is yet too early to appraise with any 
degree of accuracy just how seriously military pro- 
curements will cause changes in the operations of 
numerous industries. If a limited draft is put into 
effect, a substantial (Please turn to page 146) 
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By FRANK R. WALTERS 


Viessty thirty years ago, the American Tobacco 
Company divested itself of 14 subsidiaries, includ- 
ing R. J. Reynolds Tobacco Company. During the last 
two decades this offspring concern has been pressing 
its former parent hard for supremacy in the unique 
industry they represent, in some years achieving 
even higher net earnings, and in 1947 running al- 
most neck and neck. All of this makes for an inter- 
esting comparison of their accomplishments and the 
relative merits of their shares at current prices. 


Common Problems 


In common with other competitors in the cigar- 
ette industry, these two strong contenders for top 
place have certain basic factors affecting their oper- 
ations and progress that deserve clarification before 
studying their individual potentials. The business 
itself is one of the most stable in the economy, even 
during highly depressed periods, being one of the 
outstanding “habit” industries as use of cigarettes 
has become increasingly popular among both men 
and women. For many years past the upward trend 
in cigarette consumption has been impressive, reach- 
ing an all time peak of 365 billion in 1947, or exactly 
one billion per day on the average. Since the lead- 
ing brands all retail at a price roughly equivalent 
to a penny per “smoke,” they are within budgetary 
limits for most people at all times. 

Highly mechanized production and enormous unit 
sales are essential for successful operations in the 
cigarette industry. Promotional expenses run to high 
figures in the race to maintain and expand popular- 
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—THE BATTLE FOR SUPREMACY BETWEEN 
REYNOLDS TOBACCO AND AMERICAN TOBACCO 


ity for a given brand. For these reasons, it has been 
very difficult for new concerns to invade the field 
dominated by the long established “Big Five” in the 
industry. In like manner, the strongly entrenched 
trade position of both American Tobacco and Rey- 
nolds Tobacco promises to continue their strategic 
advantages as time goes on. 

Of total sales by the “Big Five” last year, those 
by Reynolds accounted for about 30.4% while Amer- 
ican Tobacco’s share was 35.1%. To a considerable 
extent this highlights the endless competitive strife 
between Reynold’s “Camels” and the “Lucky 
Strikes” of its competitor. This see-saw battle for 
top place, with both brands occasionally winning 
out, while watched with great interest by the pub- 
lic, has been rather too highly rated as to financial 
importance, for regardless of the changing status, 
the net earnings of either concern are probably little 
affected. What counts most is high level sales to 
sustain adequate profits, and as cigarette smokers 
are prone to stick to their favorite brands, the costly 
advertising is mainly used to expand rather than 
to support volume. 


Low Labor Costs 


As for cost factors aside from promotional ex- 
penses, the industry is fortunate in having labor 
costs among the lowest recorded by any group. Com- 
plicated high-speed machinery assembles, arranges 
and packs the cigarettes with impressive freedom 
from human effort. Both of the concerns under dis- 
cussion have the most up to date facilities at their 
command, from warehousing to factories, and 
though they employ many thousands of workers, 
wages costs are distributed over such a vast number 
of units as to minimize their importance in the over- 
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all picture, although rising 
wages naturally carry some 
weight. 

Since the current price per 
pack of the leading brands of 
cigarettes represents an ad- 
vance of only about 1814% since 
1939, it can readily be seen that 
with cost of tobacco zooming up- 
wards since the end of World 
War II, a considerable squeeze 
upon profit margins has been 
general throughout the industry. 
Prices for flue cured tobacco, 
widely used in cigarette manu- 
facture, are nearly triple the 
level of 1940, and those for Bur- 
leys have also risen sharply. 

As matters now look, the 28% 
cut in tobacco acreage for 1948 
promoted by the Government, 
along with the prospect of siz- 
able exports to Europe under 
the ERP program, is likely to 
hold prices firm, hence main- 
taining the impact of this fac- 
tor upon profit margins. What’s 1 | 138.8 
more, the manufacturers have 
to pay a Federal tax of seven cents per pack, and 
there are 38 States that impose taxes of from one 
to six cents additionally. It would be possible for 
the big cigarette concerns, of course, to boost their 
prices more in line with the broad advance estab- 
lished by most other consumer goods, but price re- 
sistance and competitive influences tend to discour- 
age action along these lines. 

With the foregoing brief review of industry-wide 
problems and advantages, let’s take a look at how 
the two large competitors under discussion have 
been handling their affairs, and what their poten- 
tials are in the current year. As a preliminary for 
our readers, we recommend study of the statistical 
material we present in appended 
tables. and charts. These reveal 
relative sales for 1947, operating 
and net profit margins, net in- 
come, earnings per share, divi- 
dends, etc., as well as a break- 
down of numerous balance sheet 
items. The charts show the price 
action of both American Tobacco 
and Reynolds Tobacco shares 
over a period of years, along 
with their annual dividends 
paid. 

On another chart we show the 
relative growth in volume 
achieved by the two concerns 
over a ten year period. While 
net sales of Reynolds outstrip- 
ped those of American Tobacco Fe 
during the first three years of 
this interval, the latter company 
has walked off with the honors 
ever since, increasing its spread 
as shown by net sales of $819 
million in 1947 against $708 mil- 
lion for its competitor. It is even 
more interesting to note that de- 
spite smaller sales in the earlier 
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REYNOLDS TOBACCO “B” RJ 





Term Debt: $92,000,000 

$3.60 Pfd: 490,000- $100 par 

C1.B: 9,000,000- $10 par 
Common: 1,000,000- $10 par 


iscal Year: Dec.: 31 


and Low for 1936 


1940 1941 1942 | 1943 | 1944 1945 1946 | 1947 1948 
2 ° 2. 
1. fs ‘i dW. 
138.9 | 140.8 | 143.7 | 146.8 | 148.2 | 199.7 | 263.3 | 295.6 ‘Mil 


years, American Tobacco’s net earnings exceeded 
those of Reynolds and thereafter continued in the 
lead. On the other hand Reynolds latterly has 
achieved rather wider operating and net profit mar- 
gins than its competitor, with 8.7% and 4.5% in 
1947 comparing with 7.8% and 4.1% respectively. 
In terms of dollar net earnings accordingly, and 
with smaller sales by $111 million, Reynolds showed 
profits of $32,132,000 against $33,845,000 for Amer- 
ican Tobacco last year. 

In part the above performance was accounted for 
by a sales gain of 1514% by Reynolds last year, the 
largest improvement registered by any concern in 
the industry and compared with a gain of 7.2% by 
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: Price Range 
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Comparative Statistics 

Reynolds American 

Tobacco Tobacco 
CAPITALIZATIONS AS fences 12/31/47 12/31/47 
Long Term Debt ($ million)} $92.0 $170.6 
Preferred Stock (Stated Value—$ million)... $49.0 $52.7 
Preferred Stock (Stated Value—$ million)... $49.0 $52.7 
INCOME ACCOUNT: Year Ended. «12/31/47 12/31/47 
Net Sales (000 omitted) = 708,494 = $819,631 
Net Sales Per Share OR eee . $70.84 $152.00 
SenEnIN RIND 8.7% 7.8% 
Net Profit Margin... 4.5% 4.1% 
Net Income (000 omitted)............ as pee 32 $33,845 
I 25 ah al $3.03 $5.70 
10 Year 1938-47 Average Net Per Share............... $2.28 $4.77 
1947 Dividend $2.00 $3.50 
10 Year 1938-47 Average Dividend... $1.90 $3.92 
BALANCE SHEET (000 omitted). «12/31/47 12/31/47 
Cash and Securities $9,658 $19,505 
Cash and Securities as % of Current Assets... 22 yo 3.6% 
Inventories. .............. $400,000 $483,133 
Inventories as % as Current Assets... 93.0% 90.0% 
Total Current Assets... $430,381 $539,346 
Total Current Liabilities... $134,709 $172,577 
Net Working Capital ee $295,672 $366,769 
(ON) SRE ET rr eee eee ee 3.2 3.1 
Fixed Assets, Net... $24,968 $32,846 
Total Assets ea $458,199 $646,754 
Book Value Per Share...... cite ee ns $18.25 $36.45 
Net Current Assets Per Share* 0... $15.46 $26.70 
Recent Price of COMM cccecceneceneeeennne $36 $58 F 
Dividend Yield 5.6% 6.0% 
Price-Earnings Ratio 12.0 10.2 

*—After deducting senior securities. 











American Tobacco. Good cost control applied to 
rapid volume expansion was another factor. Rey- 
nold’s radio claim that “More people are smoking 
Camels than ever before” was well verified by facts, 
for in respect to total industry sales of cigarettes, 
sales of “Camels” rose 1.2% in 1947 to 28% of the 
total for a record of 103 billion units, while a 1947 
sales peak of 111 billion “Lucky Strikes” by Ameri- 
can Tobacco narrowed the latter’s percentage of the 
total to 30.2% from 30.6% in 1946. F 

While overall sales of the two companies reflect 
certain year to year variations in sales of their lead- 
ing brands of cigarettes, it should be realized that 
numerous other tobacco products featured by both 
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concerns play a part in the picture, although just 
how much is difficult to appraise. Reynolds’ “Prince 
Albert” smoking tobacco and “Brown’s Mule” chew- 
ng tobacco are claimed to be the largest selling 
brands in the country, while American Tobacco 
boosts its volume by sales of such well-known 
brands as “Herbert Tarryton” and “Pall Mall’ 
cigarettes, ‘‘ Bull Durham” and other smoking to- 
baccos, several brands of cigars including La 
Coronas, and cigarette paper and chewing tobacco. 
All of these diverse products assist considerably in 
building up volume totals for both companies and 
in spreading overhead over a larger area. 


Exceptional Circumstances 


In studying progress for a single year, due ac- 
count must be accorded to rather exceptional cir- 
cumstances that require some explanation. Rey- 
nolds, for example, was the last of the big cigarette 
concerns to terminate allocations to its dealers early 
in 1947. In the rush to fill pipelines more adequately, 
this brought sales up a level rather higher than nor- 
mal. During the first quarter of 1948, the Reynolds 
management reports a moderate decline in volume 
compared with the same period a year ago, and cau- 
tions its stockholders that the uptrend in tobacco 
costs may somewhat restrict 1948 profits. While the 
latter factor may also apply to American Tobacco, 
first quarter sales by this concern are said to have 
shown a gain, in the face of Government reports 
that total industry volume in this field declined by 
about 7.6%. Judging by this, American Tobacco has 
made an exceptionally good start in 1948 and, if it 
keeps up the pace, may again extend its lead over 
Reynolds, at least for a while. 

In scanning the balance sheet items of the two 
concerns, it will be noted that both are carrying 
huge inventories of tobacco, valued at about $483 
million by American Tobacco and $400 million by 
Reynolds. In relation to annual sales the two 
amounts show about the same ratio, but they repre- 
sent 93% of total current assets of Reynolds and 
90% of American Tobacco. In any other business 
or with concerns of less impregnable credit status, 
such a heavy proportion of inventories might arouse 
criticism, what with the further fact that cash and 
securities as of December 31, 1947, held by Ameri- 
can Tobacco comprised only 3.6%, and those of Rey- 
nolds only 2.2% of total current assets, though in 
both instances a current ratio of above 3 to 1 ap- 
peared satisfactory by usual standards. 


The Inventory Problem 


However, the carrying of unusually heavy tobacco 
inventories is essential in this business, because cur- 
ing of the tobacco involves holding it for at least a 
year and a half. While market prices for the leaf are 
volatile as a rule, the danger of getting caught badly 
by a decline is offset by the remarkably stable prices 
for finished products. In other words, when tobacco 
prices drop, the large concerns can rather easily 
unload their high priced inventories with little loss 
and replace them with less costly material, in this 
process often widening profit margins rather than 
sustaining serious losses. When turnover is rapid, 
as is the case in this industry, the need for con- 
tinual buying of raw tobacco is evident, regardless 
of changeable market (Please turn to page 145) 
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Dividends on Split Shares 
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UNITED BISCUIT COMPANY 


BUSINESS: Company is the third largest domestic baker of crackers, 
cakes and cookies for package and bulk distribution. In addition, com- 
pany has a controlling interest in one of the largest independent paper 
board mills in the country. 


OUTLOOK: In an industry that is characteristically stable, skillful man- 
agement has achieved an enviable record of steady growth. Last year’s 
earnings were approximately two and a half times those of 1929. Future 
demand for the company's products may fall off moderately because of 
high food prices and the luxury nature of a good deal of the output. 
However, lower selling price should remedy the situation and restore 
sales to a high level. The costs in raw materials will naturally be the 
determining profit factor. Recent stability in commodity prices should 
permit the maintenance of good operating margins, towards which plant 
mechanization should contribute materially. Net sales in 1947 reached an 
all-time high of $80 million, resulting in a net income of $5 million. This 
is equivalent to $5.28 a share, compared with $4.56 the previous year, 
both figures giving effect to the 2-for-I stock split effected in May 1947. 
During recent years the company has materially improved its finances, 
having retired bonds, preferred stock, and bank loans. Present debenture 
issue of less than $10 million is all that precedes the 951,565 shares of 
common stock. 


DIVIDEND ACTION: Dividends have been paid without interruption 
since 1928. Since 1937 they have been somewhat conservative. Last year 
$l was paid on the old stock and $1 on the new. The 25c quarterly pay- 
ment made on the old stock has been maintained on the new. Both stocks 
have received occasional extras and further extras are indicated. 


MARKET ACTION: Stock normally sells at low price-earnings ratio with 
price fluctuations generally moderate. Recent price of 21 is close to the 
1948 high of 22. Low for 1948 is 19. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31, 
























































1940 1947 Change 
ASSETS (000 omitted) 
Cash $ 3,641 $ 6,369 +$2,728 
Marketable Securities... cccccccscsecsceeessseee 25 359 + 334 
Receivables, net 1,009 2,260 + 1,251 
Inventories 2,011 9,785 + 7,774 
Other Current Asset PLL 382 + 382 
TOTAL CURRENT ASSETS. 6,686 19,155 +12,469 
Plant and E 13,558 22,887 + 9,3 
Less Depreciation 6,061 11,162 -+ 5,101 
Net Property 7,497 11,725 + 4,228 
Other Assets 9,401 1,205 — 8,196 
TOTAL ASSETS $23,584 $32,085 +$8,501 
LIABILITIES 
Accounts Payable and Accruals... $ 424 $ 3,197 +$2,773 
Reserve for Taxes. 402 3,544 + 3,142 
Other Current Liabilities 6 ao — 6 
TOTAL CURRENT LIABILITIES... 6,741 + 5,909 
Long Term Debt. 9,591 + 2,591 
Reserves 300 — 591 
Capital 7,522 — 1,956 
Surplus essen + 1,716 
TOTAL LIABILITIES .. $32,085 +$8,501 
WORKING CAPITAL baie 414 +$6,560 
Current Ratio 2.8 — 5.2 
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SPENCER KELLOGG & SONS, INC. 


BUSINESS: Company is a leading processor and distributor of linseed, 
coconut, tung, soybean, and castor oils. Products are used in the manu- 
facture of paint, linoleum, printing ink, soap, chemicals, food, and other 
products. 


OUTLOOK: Strong demand, higher prices, and better margins com- 
bined to establish new all-time profits during the fiscal year ended 
August 31, 1947. Net income amounted to over $12 million; this is $10.12 
a share, after allowing for the 2-for-! split-up effected in July, 1947, and 
compares with earnings of $2.59 a share for the 1946 fiscal year and a 
wartime peak of $1.77 a share. The greater availability of raw materials 
indicates a high rate of operations during the current fiscal year. As 
high-priced inventories are used, profit margins will narrow; therefore 
net income will probably show a decline from the exceptional earnings 
reported last year. Nevertheless, earnings should hold well above previous 
years. Through the usual hedging on purchases and by making sales at 
fixed prices far in advance of shipments, inventory fluctuations are mate- 
rially reduced; although changes in the volatile vegetable oil price struc- 
ture will always remain important price factors. The company is favored 
by the relatively stable demand for oils from the soap and food indus- 
tries. The strong demand for linseed oil, the development of new oils, and 
the growth of soybean operations enhance the long term prospects for 
the company. Finances are sound. 

DIVIDEND ACTION: The company has paid fairly liberal cash divi- 
dends every year since 1913. $1.20 was paid on the old stock last year 
and $1.80 on the new. The new stock is currently on a 50c quarterly basis. 
An extra of $1 was paid on the new stock last August when the stock was 
on a 40c quarterly basis. Further extras are possible. 

MARKET ACTION: Stock tends to sell at a low price-earnings ratio 
with fairly wide fluctuations. Recent price of 2834 places it close to the 
1948 high of 2936. Low for the year is 23!/. 


COMPARATIVE BALANCE SHEET ITEMS 
























































August 30, 

940 1947 Change 
ASSETS (000 omitted) 
LT ne se ee . $ 1,492 $15,111 +$13,619 
Marketable Securities .. 174 “+ 174 
Receivables, net . 774 5,134 + 3,360 
Inventories 8.812 20,242 + 11,430 
Other Current Assets. 387 204 — 183 
TOTAL CURRENT ASSETS... 12,465 40,865 + 28,400 
Plant and E 17,330 26,087 a +757 
Less Depreciation 7,713 9,079 + 1,366 
Net Property 9,617 17,008 + 7,391 
Other Assets 2s 1,432 394 — 1,03 
TOTAL ASSETS $23,514 $58,267 +$34,753 
LIABILITIES 
Notes Payable $ 800 $ 360 —$ 440 
Accounts Payable and Accruals................. 2,690 4,801 + 2,111 
Reserve for Taxes 310 10,098 + 9,788 
Other Current Liabilities... 266 490 oe 224 
TOTAL CURRENT LIABILITIES. 4,066 15,749 + 11,683 
Long Term Debt. 3,240 + 3,240 
Reserves 5,932 + 5,489 
Capital 14,700 + 2,470 
Surplus 18,646 + 11,938 
TOTAL LIABILITIES $58,267 +$34,753 
WORKING CAPITA $25,116 +$16,717 
Current Ratio 3.1 2.6 — 5 
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Dividends on Split Shares 
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LION OIL COMPANY 


BUSINESS: Company is one of the smaller oil units, with well integrated 
operations, from production of crude oil to refining and marketing of 
gasoline and other petroleum products. It has also expanded into the 
chemical fertilizer field. 


OUTLOOK: In an industry where demand continues to outstrip supply, 
Lion Oil has given an exceptionally good account of itself. Gross income 
last year soared to over $54 million, producing a net income of close to 
$8 million. Based on the new stock, which was split 2-for-I in July 1947, 
this is the equivalent of $6.83 a share, compared with only $3.38 the 
previous year. Since the present acute oil shortage shows no signs of 
easing for some time to come, and with prices averaging 36% above 
last year, even better earnings are expected for this year. A new plant is 
expected to increase the output of nitric acid by 50% to meet the urgent 
demand for nitrogen products. The company is in a strategic position, since 
its plant i is located in an area which accounts for about b0%) of the coun- 
try’s nitrogen fertilizer demand. Thus, both near term and longer term 
prospects appear particularly favorable. The accompanying table needs 
comment because of changes made since the first of the year: The 
$5,150,000 of 334 Debentures have been redeemed. In March the com- 
pany sold $20,000,000 of 3!/4 Debentures due in 1968. Proceeds were 
used to purchase a chemical plant from the government for a reported 
price 4 $10,500,000, to retire the old debentures, and to add to working 
capital, 


DIVIDEND ACTION: Company has been paying dividends regularly 
since 1936. Disbursements last year were $1 on the old stock and $1.25 
on the new stock. The 50c quarterly rate paid on the old stock has been 
carried over to the new. Occasional extras have been paid. 


MARKET ACTION: Recent price of 45 compares with a 1948 range of 
45'/4 high—28!/, low. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31, 
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94 Change 

ASSETS (000 omitted) 
Cash $ 1,195 $ 6,689 +$ 5,494 
Marketable eS 153 -t- 153 
Recei , net 723 3,928 + 3,205 
Inventories — 2,824 5,717 + 2,893 
Other Current Assets. 142 226 + 84 
TOTAL CURRENT ASSETS. 4,884 16,713 + 11,829 
Plant and E 21,567 39,455 + 17,888 
Less a ocamihes 10,593 18,791 + 8,198 
Net Property 10,974 20,664 a Me 4 
Other Assets 538 1,971 + 1,433 
TOTAL ASSETS $16,396 $39, 348 T$22' 952 
LIABILITIES 
Notes Payable .... ie —$ 959 
Accounts Payable and Accruals................ 2,192 $ 4,224 + 2,033 
EEE LES EE 2,708 + 2,708 
Other Current Liabilities... nee 45 4 450 
TOTAL CURRENT LIABILITIES... «= 3,151 7,383 + 4,232 
Short Term Debt. fee. 8 — 1,612 
Long Term Debt. 2,981 5,150 + 2,169 
OE LEE EET LR a 82 + 82 
Coptel Ae hy 12,469 + 4,859 

OFAL $16: 396 $39:348 1 $23'952 
70 “TN eaarreaare Z - * ° 

Cane GAPTAL —...__._.. $ 1,733 $ 9,330 +$ 7,597 
Sarcae Ratio 1.5 2.3 + 8 
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GLIDDEN COMPANY 


BUSINESS: Company produces a widely diversified line of products, 
including paints and varnishes, naval stores, chemicals and pigments, 
vegetable oils, condiments, margarine, spices, iron powder, lithopone, 
etc. Soybean is also processed. 


OUTLOOK: Although the food and vegetable oil divisions provide the 
greater part of sales, the greater proportion of net income comes from 
the other divisions. Raw materials come mainly from domestic sources. 
While the food output is stable, variations in demand for paints and 
chemicals have made for irregular earnings. During 1946 large sales 
and good operating margins resulted in net earnins surpassing all previ- 
ous years since 1929. These favorable factors carried into 1947 and 
produced even more impressive gains. Net income last year was $12.7 
million, compared with $5.7 million in 1946. Based on outstanding stock, 
which was split 2-for-I in October 1947, earnings per share were $7.00 
and $2.97, respectively. The raw materials used in the manufacture of 
paints and food products are now in better supply, making possible a 
high operating rate. Additional plant expansion should further bolster 
output. Over the medium term a decline from the recent exceptional earn- 
ings appears probable. But the large consumer demand for the com- 
pany’s numerous products points to well maintained operations for the 
future and earnings should compare favorably with recent years. 


DIVIDEND ACTION: Dividends have been conservative since 1940. 
The old stock paid $2.20 in 1947. The new stock has been placed on a 
35¢ quarterly basis, with a 50c extra being paid in January of this year. 
Further extras will likely be paid. 


MARKET ACTION: The stock has generally been volatile because of 
fluctuating earnings. Recent price of 25 compares with a 1948 range of 
27%, high—2I low. 
COMPARATIVE BALANCE SHEET ITEMS 
October 31, 
940 





















































Change 

ASSETS (000 omitted) 
Cash $ 2,126 $ 5,633 +$ 3,507 
Marketable Securities 2 cccccseccscswssceee —sensemnneeee a 17 
Receivables, net 4,591 11,621 + 7,030 
Inventories 10,612 28,104 + 17,492 
Other Current Assets. 1 ‘3 1,589 + 569 
TOTAL CURRENT ASSETS.. 47,122 + 28,773 
Plant and Equipment..................... 30,295 + 9,500 
Less Depreciation 15,210 + 7,307 
raed Property 15,085 + 2,193 
Other Assets 4,6 4,046 —_ 624 
TOTAL ASSETS $35, 911 $66,253 +$30,342 
LIABILITIES 
Accounts Payable and Accruals................. $ 2,140 $ 7,400 +$ 5,260 
Reserve for Taxes. 34 7,267 + 6,927 
Other Current Liabilities... 543 + 543 
TOTAL CURRENT LIABILI 15,210 + 2,730 
| eee, || im — 1,500 
PO SSS Ee | ns — 2,000 
Reserves 2,525 + 2,408 
Capital 13,898 f+ 13 
Surplus 34,620 + 18,793 
TOTAL ger tiry i iaspstonciaossnsospceaecttis $66,253 +$30,342 

ORKING CAPITAL 2c $15,869 $31,912 +$16,043 
p seen Ratio ae 3.1 — 4.2 
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__ yNDER EXPAND 


By H. F. 


inate shares recently have forged 
ahead a good deal, the Magazine of Wall Street In- 
dex for this group now standing at a high since 1946 
of 136.5 compared with a low point of 102.3 earlier 
in the current year. This impressive performance 
invites examination of the factors behind it, and of 
the potentials that may lie ahead for the shipbuild- 
ing industry. 

Because of erratic trends in the construction of 
naval, cargo and passenger vessels, the number of 
large concerns engaged in this highly specialized 
business was rather limited in prewar years. Under 
the spur of military exigencies after Pearl Harbor, 
however, shipyard capacity in the United States 
was expanded about sixfold, partly due to the entry 
of newcomers in the field. 

With the advent of peacetime conditions, a de- 
cided slump was inevitable, continuing in intensity 
until the beginning of 1948. Then some moderate 
orders, and heightened discussion in Washington of 
large scale renewal of shipbuilding created a more 
optimistic outlook, stirring up speculative interest in 
the well deflated shipbuilding shares. This in brief 
accounts for the uptrend in prices in this group, but 
to what extent the enthusiasm seems warranted is 
another matter. 

Despite diminishing backlogs during the last two 
years, some important units in the industry have 
had enough work to keep them fairly busy, and in 
a few outstanding cases net earnings in 1947 actu- 
ally proved very satisfactory, especially where siza- 
ble orders for repair work were a factor, Concerns 
specializing in the letter class of business have al- 
ways enjoyed a far higher degree of stability than 
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those concentrating upon shipbuliding proper, or 
relying upon both repairs and construction. 

Since the end of World War II, the great sur- 
plus of Liberty and Victory ships left on the hands 
of the Government has tended to restrict an inflow 
of new orders, but reconversion of many large pas- 
senger and cargo vessels to be returned to private 
owners has kept some of the shipyards reasonably 
occupied. The Navy, possessed of the largest fleet 
in the world at the war’s end, naturally could offer 
no new orders to the private yards for a time, ex- 
cept for limited alteration work; the Navy Depart- 
ment has numerous sizeable facilities of its own. 


Main Industry Problems 


The shipbuilders have two main problems to con- 
tend with in facing the future: (1) The spiralling 
cost of construction that acts as a deterrent to new 
orders. (2) The mounting burden of operating ex- 
penses shouldered by the shipping concerns. Solu- 
tion of these problems in turn hinges entirely upon 
Congressional liberality as to subsidies, for foreign 
competition in both respects is far heavier than we 
could otherwise meet., Many overseas countries have 
neither the dollars nor the urge to place orders in 
the United States for new shipping, for construc- 
tion costs are far lower elsewhere. This largely re- 
stricts order to domestic sources, and the ship op- 
erators’ expenses have climbed so fast that unless 
they are assured of ample subsidies, they are re- 
luctant to invest large sums of new money in this 
highly competitive field. 

The United States, to be sure, emerged from the 
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: world. Privately owned American flag vessels now 
> aggregate about 994 units, of some 7.5 million gross 
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Statistical Data of Leading Shipbuilding Companies 
Order Working Price- 
Backlogs Capital Net Per Share Dividend Recent Price Range Dividend Earnings 
($ million) ($million) 1945 1946 1947 1947 Price 1948 Yield Ratio 
American Shipbuilding N.A. 6.8 $3.32a $2.77a $4.00Ea $3.00 $44 46 -38!/, 6.8% 11.0 
Bath Iron Works z 25.7 7.6 6.20 2.54 def3.34 1.75 14 16!/- 91/4 12.5 secre 
Electric Boat N.A. 17.4 3.11 1.98 37 1.00 16 16!/4-11 6.2 43.2 
New York Shipbuilding—b...... 66.5 13.8 7.50 4.45 1.56 1.50 i9 1935-14 7.9 12.2 
Newport News Shipbuilding... 53.0 v7 6.25 6.69 6.45 3.25 29 29!/2-20\/g 8.3 4.5 
Todd Siipyards N.A, ERE | 12.33¢ 6.77 ¢ 23.00Ec 6.00 110 111 -88 5.5 4.6 
E—Estimated. b—Participating stock—entitled to 65% of net earnings. 
N.A.—Not available. c—Fiscal years ended March 1946, 1947, 1948. 
a—Fiscal years ended June 30, 1946, 1947, 1948. 

















late War with the largest merchant marine in the 


tons, and in addition there are about 1000 vessels 
chartered from the Maritime Commission. But coas- 
tal and intercoastal services have been proving lim- 
? ited and unprofitable, although five rate increases 


* have been granted during the last five years. On the 


other hand, passenger traffic has required almost 
capacity operations during the last two years and 
our combined fleets are still carrying about 40% of 
our foreign commerce. 


Foreign Competition 


The rub seems to be that foreign competition 
from newly built passenger and cargo liners will 
soon be stepped up sharply and to meet the chal- 
lenge, we must have more ultra-modern and efficient 
vessels in order to cope with the situation. How we 
have lagged in this respect is pretty well shown by 
reports of Lloyd’s Register that at the end of 1947, 
British and Irish shipyards were building 54.4% of 
new world tonnage, the largest amount in a quarter 
of a century, while vessels under construction in the 
United States accounted for only 3.4%, the lowest 
figure in a decade. 

More than a year ago, an Advisory Committee in 
Washington went to work on an exhaustive study of 
our domestic maritime industry, but considerable 
time elapsed before this group recommended a $600 
million long term construction program involving 
46 vessels. Last October the Maritime Commission 
invited bids for five large ships, with subsidies to 
be granted to the American President Line, but has 
since not entered into any contracts. Early in 1948, 
the Maritime Commission also advocated a program 
to extend over ten years, involving 144 new vessels 
besides an unstated number of tankers. President 
Truman in turn asked Congress to appropriate $39 
million in his budget message for new ship construc- 
tion, and orders were definitely placed for 18 large 
tankers early in the current year. 

These increasing signs of constructive action com- 
bined to spark the rally in shipbuilding shares, and 
more recent developments have tended to encourage 
the uptrend in prices. In large measure the Pre- 
paredness Program has been responsible to encour- 
age belief that spending for ships would be much 
more substantial than formerly envisaged. John L. 
Sullivan has revealed that the Administration hopes 
to have appropriations for merchant shipping and 
repairs raised to $100 million for fiscal 1949, com- 
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pared with $39 million originally sought. This move 
would be dictated by the close tie-in between cer- 
tain classes of private shipping and the Armed 
Forces. 

In the event of an emergency, the Government 
claims, the present troop carrying capacity of all of 
our passenger and passenger-cargo vessels would 
fall short of the essential mark by about 50%. The 
plan would be to build about 50 additional ships for 
this purpose as soon as possible and to allot funds 
for their construction. This would increase the num- 
ber of transports from 162 now owned by the Army, 
Navy or in a laid up status, plus those operated by 
civilian shipping concerns, to a round figure of 212, 
in meeting minimum requirements. 

Equally important are suggestions that the 685 
ocean-going tankers we now have be increased in 
number by 116, and this does take into considera- 
tion the fact that by 1951 normal increased require- 
ments for petroleum transport for peacetime activi- 
ties should entail construction of another 400 tank- 
ers, that is for the world fleet. The proportion that 
should be supplied by the United States would be 
about 170. It is interesting to note that in view 
of these overall needs for new ships, the Govern- 
ment has become worried over the depletion of 
trained workers and engineers in this industry, for 
at present the shipyards are employing only 35,000 
men in ship construction compared with 110,000 
men in 1940, and at that it took nearly three years 
thereafter before maximum production was achieved 
under the stress of wartime conditions. 


Naval Spending 


The Navy itself expects to spend some $538 mil- 
lion for a huge “super carrier,” five submarines of 
latest design, and to make some radical alterations 
in a number of other existing fleet units. Chances 
are that Navy shipyards will get most of this busi- 
ness, but an experienced specialist like Electric Boat 
might be awarded a contract for the submarines. 
Also the United States Lines has completed blue- 
prints for a $65 million luxury liner that it hopes 
to have built if it can be assured of the necessary 
financial aid by the Government. 

To a substantial extent, the leading ship operators 
have expanded their working capital positions by 
settlement of Federal tax claims, as well as by ac- 
cumulated earnings during recent years. It is esti- 
mated that in the aggregate about $200 million is 
now available in the shipping industry that could be 
used for new ship construction, aside from what- 
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ever subsidies Washington may decide to grant. This 
lush condition enhances the prospects for substan- 
tial orders that may benefit the shipbuilders in due 
course. Retained wartime profits of the six concerns 
listed in our table have more than doubled their ag- 
gregate working capital, so that these shipbuilders, 
too, are comfortably financed to handle any in- 
creased business in sight. 


Keen Competition Indicated 


Competition for any new orders of course will be 
exceedingly keen, and where subsidies enter the pic- 
ture, the Government makes a practice of restrict- 
ing construction profits to around 10%. This mar- 
gin, however, is sufficiently wide to permit satisfac- 
tory earnings by the successful bidders, provided 
their estimates of costs prove accurate. Although a 
number of properly equipped shipbuilding concerns 
are certain to vie for new business in the offing, a 
good many companies formed for handling war 
orders have been liquidated and others have been 
discouraged by slack postwar business. United 
States Steel Corporation, for example, has just 
announced the sale of its subsidiary shipyards in 
Kearney, N.J. to the U.S. Navy, at its depreciated 
book value of about $2.3 million. Federal Shipbuild- 
ing & Dry Dock Company operated this facility for 
its parent, Big Steel. On the other hand, Bethlehem 
Steel’s shipbuilding yards have been exceedingly 
busy and are reported booked to capacity for all 
of 1948. 

Turning to the six concerns shown on our table, 
we will briefly discuss them in the order listed, 
starting with American Shipbuilding Company. This 
concern operates several large plants on the Great 
Lakes and has established a fairly good record for 
earnings stability since its incorporation in 1899. 
The company’s unbroken dividend record extends 
back to 1917. Repair work on the large fleet of ore 
vessels operating in inland waters has proved prof- 
itable in most years and assured a continuity of 
operations. In addition to activities in the field men- 
tioned, American Shipbuilding achieves diversifica- 
tion through the manufacture of oil storage tanks, 
domestic heating boilers and truck bodies. Although 
volume has varied widely from year to year, the 
character of the company’s main business tends to 
strengthen cost controls, and in occasional years an 
exceptionally favorable working capital position has 
sometimes permitted distribution of dividends in 
excess of net earnings. 

At the end of the fiscal year ended June 30, 1947, 
current assets of $7.4 million compared with cur- 
rent liabilities of approximately $566,000. During 
the last five years, net earnings have averaged just 
under $4 per share and dividends of $3 were paid 
in each period. In the first quarter of 1948, $1 per 
share was paid, but no regular rate has been estab- 
lished. At a recent price of 44, these shares seem not 
unreasonably priced, although close to their 1947-48 
high, and the yield of 6.8% appears fairly stable 
for the medium term. 

Bath Iron Works has long leaned heavily upon 
Naval orders in its business, and in consequence its 
backlog has been steadily diminishing during the 
last two years. In war years this concern turned 
out 80 destroyers for the Government and in the 
1940-45 period its net earnings per share averaged 
around $6 per share. Sharply advanced costs on 
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rigid contracts forced the company into the red 
during 1947, but backlog orders of $25.7 million at 
the beginning of the current year may restore earn- 
ings to more favorable levels. In the 1940-47 period 
Bath paid dividends, but omitted them in November 
last year and none have since been paid. As the com- 
pany’s profits were variable and rather drab in pre- 
war, its shares are highly speculative and carry 
little appeal at current levels. 

Electric Boat has won an enviable reputation as 
a builder of submarines, but its activities in this 
field have necessarily been negligible since the end 
of World War II. In order to establish diversifica- 
tion, the company has been producing pleasure 
boats, printing presses, fabricated steel and cur- 
rently is making airplanes for the Canadian Govern- 
ment in a plant across the border. 

Pending devolpment of these varied undertakings, 
net earnings of Electric Boat have declined substan- 
tially from wartime proportions, but an exceedingly 
strong financial status enabled the payment of $1 
per share in dividends last year, and 25 cents per 
share was distributed in the first quarter of 1948. 
Until the outlook for this concern becomes clearer, 
its shares will remain very speculative. 


New York Shipbuilding 


New York Shipbuilding ranks high in its field on 
the Atlantic Coast, but Naval contracts began to 
run out last year, causing a distinct downtrend in 
net earnings. Since the company is well equipped 
to handle commercial ship construction, it is quite 
possible that it will secure a substantial share of new 
orders when the prospective Government Program is 
being translated into reality. The company’s ample 
cash resources permitted dividend payment of $1.50 
per share during 1947, only six cents less than re- 
ported net earnings of $1.56 per share. 

Whether current operations will warrant equal 
liberality in 1948 can only be decided when the semi- 
annual dividend comes up for consideration. Since 
1940 dividends have been paid regularly, and sub- 

(Please turn to page 146) 
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“Technical Correction” 


Five weeks of almost steady 
market rise, with greatly broad- 
ened public participation, are 
bound to build up tempting paper 
profits as well as the desire of 
short term traders to garner 
them. Thus when profit taking fi- 
nally caught up with the market, 
not even the bulls were surprised. 
A “correction” seemed overdue. 
What did surprise a bit was the 
modesty of the setback, the lack 
of follow-through on the down- 
side, the quick revival of rallying 
tendencies, all evidences of con- 
siderable underlying strength. 
More tests of course may be in 
the offing, particularly on any re- 
approach to last year’s high, pene- 
tration of which may take some 
doing. But there are also signs 
of substantial investment funds 
waiting to “step in” on setbacks, 
and volume indications are con- 


structive. Actually, there has been 
a good deal of profit taking right 
along; despite numerous substan- 
tial individual gains, the market 
on balance has progressed little 
since mid-April and this perhaps 
accounted for the mildness of the 
“correction” which left the indus- 
trial averages safely above the 
early January top. At its best, so 
far, the industrial averages came 
within three points of the rally 
high of last July, and _ they 
emerged from the recent profit 
taking interlude only 514 points 
below that mark, and only four 
points below the October rally 
high, but still sixteen points above 
the March 1948 low. All of which 
goes to show that so far at least 
there has been very little “‘correc- 
tion” if one can call it that at all. 
At most it’s been of a very minor 
nature though that doesn’t mean 
that something more substantial 
may not follow. 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1948 1947 
Mar. 31 Quar. $1.43 $ .75 
Mar. 31 Quar. 3.93 3.41 
12 Weeks Mar. 27.28 .08 
Mar. 31 Quar. 4.18 2.96 
12 Mos. Mar. 31 5.71 4.31 
Mar. 31 Quar. 1.73 1.26 
Mar. 31 Quar. 1.62 71 
6 Mos. Mar. 31 1.06 30 
Year Dec. 31* 9.83* 6.50* 
Year Dec. 31* 3.48 2.88 




















Oils 


Ability to rebound smartly 
shows that oils have lost none of 
their luster. In the past few 
months, the group advanced in 
the face of considerable profit tak- 
ing by holders who felt they had 
done well enough. Recent market 
action points to the belief that 
nothing appears in sight that sug- 
gests they have hit a top. First 
quarter reports reveal that the 
oil industry never enjoyed such 
prosperous times. 


Plymouth Oil 


The gyrations of this stock are 
an excellent example of oil stock 
enthusiasm. During last week’s 
profit taking spell, it sold off mod- 
erately only to rebound three 
points to a new high of 67 the 
next day. Speculative appeal lies 
largely in the company’s pros- 
pects in the development and ex- 
ploration of tidelands. The com- 
pany, with several other impor- 
tant producers, holds valuable 
leases in the Texas tidelands area 
and has already started to build 
the foundations for exploration 
of oil in the leased regions al- 
though the bill to return tidelands 
areas to the jurisdiction of the 
states instead of the Federal Gov- 
ernment has not yet been passed 
by Congress. Plymouth, it is re- 
ported, considers itself the right- 
ful holder of these leases regard- 
less of the outcome of the juris- 
dictional question. The company 
reported first quarter net of $1.60 
a share against 65c a share a year 
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ago and $1.61 a share in the 
fourth quarter of 1947. Purely on 
basis of earnings, the stock ap- 
pears high at current price which 
discounts potentials that have yet 
to materialize. 


Gulf Oil 


This company, the stock of 
which sells at around the same 
price as Plymouth Oil, on the 
other hand has shown tremen- 
dous earnings improvement. First 
quarter net profits of $38.5 mil- 
lion were virtually double last 
year’s and compared with net in- 
come of $95.5 million for the 
whole of 1947. First quarter per 
share earnings were $3.39 (equal 
to an annual rate of better than 
$13) on basis of some 214 million 
more shares outstanding than in 
1947 when full year net came to 
$10.53 per share. In the face of 
such earning power, the price- 
earnings ratio of little more than 
5 to one is quite low for such a 
good quality oil stock. With a 
book value of close to $60 a share 
and estimated net crude oil re- 
serves in the U.S. of 1.1 billion 
barrels, the stock is.far from 
highly priced. Fly in the oint- 
ment is the possibility (though 
not an immediate one according 
to the management) of future is- 
suance of additional stock or of 
further increase in long term 
debt, both of which has been au- 
thorized at a recent stockholders’ 
meeting. Gulf Oil, like all major 
oil companies, is in the midst of 
a substantial expansion program 
calling for considerable capital in- 
vestment. But considering indi- 
cated annual earnings of over $13 
a share, the 75c quarterly divi- 
dend seems highly conservative, 
leaving room for more liberal dis- 
bursements despite expansion 
needs. On a longer term basis, we 
feel, the stock has appeal. 


Group Action 


In spite of recent emphasis on 
aircrafts, shipbuilding, metals 
and capital goods shares as po- 
tential chief beneficiaries of arm- 
ament spending, certain soft 
goods groups have not done at 
all badly marketwise. Department 
store stocks, for instance, in 
terms of our group index have 
acted somewhat better than steel 
stocks, recovering some 13% 
from the year’s low compared 
with a 10% rebound for the steel 
group. So have textile shares, pre- 
viously commented on in this col- 
umn, and motion picture issues. 
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Retail Shares 


The gradual but persistent im- 
provement of certain equities in 
the retail trade group undoubted- 
ly is due to expectation of im- 
proved retail business in the wake 
of tax relief and generally well 
sustained consumer purchasing 
power stemming from continued 
full employment and_ possible 
third round wage boosts. If such 
hopes materialize as they well 
may, the well - deflated retail 
group may continue to improve as 
time goes on. In fact some of the 
best buying has been noted in cer- 
tain retail store shares recently, 
believed to represent reacquisi- 
tion for portfolios from which 
they were removed back in 1946 
when retail shares suddenly turn- 
ed quite sour. 


Tax Refunds Through LIFO 


Possibly one development that 
heightens speculative interest in 
retail shares is a trend toward 
adjustment to LIFO accounting 
among retail store managements, 
with the prospect of sizable tax 
refunds. One of them, Associated 
Dry Goods, recently announced 
delay of its annual report pending 
such an adjustment, but other 
organizations are reported to 
weigh a similar course. And po- 
tential refunds, some estimate, 
may be quite huge. Associated 
Dry Goods, an extremely poor 
market performer ever since 
1946, pushed quietly up to a new 
high for the year of 1714 in recent 
weeks; but to what extent this is 
due to expected benefits from 
LIFO is of course problematical. 
The Treasury, it seems, also has 
to be heard on the subject! 


Building Company Earnings 


Some disappointment is seen in 
failure of building company earn- 


ings to live up to former rosy ex- 
pectations. Johns-Manville net 
for the first quarter was un- 
changed from a year ago at 77c 
a share (though this year after a 
contingency reserve of $500,000), 
while Flintkote net declined to 
$1.24 a share from last year’s 
$1.35. In both instances, sales 
were substantially higher for the 
three months but in Flintkote’s 
case particularly, there is evi- 
dence of a distinct margin squeeze 
resulting from higher raw mate- 
rials and wage costs. The build- 
ing materials group recently has 
been rather neglected, partly be- 
cause of concern about possible 
restrictions that might be forced 
by the armament program. Evi- 
dences of a margin squeeze, which 
could grow, won’t add to specula- 
tive fervor for the group. 


Liquor Deal 


Reported negotiations for the 
sale of a portion of Publicker’s 
bulk whiskey to Distillers Corp.- 
Seagram offer some interesting 
sidelights. Seagrams’ interest in 
the deal does not of course reflect 
any improvement in the general 
liquor business but rather a de- 
sire to make up for a deficiency 
caused by voluntary production 
curtailment of U.S. subsidiaries. 
But what’s more interesting is 
the need for such compensating 
action in the face of lagging in- 
dustry sales. Sales of Seagrams 
brands, according to trade esti- 
mates, are now nearly 40% of 
total industry sales, whereas a 
year ago they were from a fourth 
to a third. Volume of most other 
companies has lost ground. With 
six months earnings reported at 
$4.38 a share, Seagrams stock at 
18 looks thoroughly deflated like 
most other liquor stocks. The out- 
standing improvement in the com- 
pany’s trade position should give 

(Please turn to page 146) 
























































DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1948 1947 
Armco Steel Mar. 31 Quar. $1.45 $1.76 
Crucible Steel Mar. 31 Quar. aa 1.12 
Illinois Central Mar. 31 Quar. 2.14 3.13 
Monarch Machine Tool Mar. 31 Quar. 51 92 
National Biscuit Mar. 31 Quar. 69 1.01 
National Supply Mar. 31 Quar. .73 1.25 
North American Co.) on sssssssseneneee Mar. 31 Quar. .30 46 
Seaboard Fi 6 Mos. Mar. 31 1.01 1.62 
Sheaffer Pen Year Feb. 29 2.24 3.29 
Superior Steel Mar. 31 Quar. .80 98 

(a)—Parent Co. only 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. . 


5. Special rates upon request for those requiring additional service. 





Lost and Found—$4383 


I have an old certificate of 200 shares 
of Fisk Rubber Corp. I have not heard 
from this company in years and suppose 
they have gone out of business. Has the 


stock any value? 
W. E., Chester,Pa. 


Fisk Rubber Corp. business was 
purchased by U. S. Rubber Co. on 
March 18, 1940. Fisk made an 
inital distribution on its common 
stock of $6.00 in cash per share and 
14 share of U. 8S. Rubber common 
for each share held. A second dis- 
tribution of 60c a share was made 
later and on March 16, 1943, a 
final distribution of 614c a share 
was paid. Payments were made 
through the Central Hanover Bank 
& Trust Co. of New York City and 
we suggest you write to this bank 
for transmittal form before mail- 
ing your certificate. The Vank then 
will follow with all cash disburse- 
ments due including all dividends 
declared on U. S. Rubber common 
stock since 1940 to date and also 
will give you U.S. Rubver common 
shares certificate that you are now 
entitled to. Incidentally, U. S. Rub- 
ber Co. common stock has ad- 
vanced very substantially in recent 
years and therefore the 50 shares 
you are entitled to have a current 
market value of approximately 
$2250.00 plus back dividends of 
$800.00 and cash payments by Fisk 
making a total net value of your 
holdings of approximately 
$4383.00. This you will agree is a 
very tidy sum. 

It is amazing how forgetful some 


- investors are in regard to their 
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securities. In the avove case, cash 
payments and an exchange offer 
for stock of an important corpora- 
tion was ignored. Substantial 
losses of this kind are often due to 
neglect to notify corporation of 
changes of address. This is most 
frequent when no dividends are 
paid and market value of the stock 
is slight. Moreover, a business may 
improve and dividends be initiated 
or resumed and in these cases, the 
stock value increases sharply. But 
even when a corporation goes out 
of business, it may have substan- 
tial assets left that are sold to an- 
other company or disposed of in 
another way and so liquidating 
dividends or stock exchange offers 
are made. Other investors losses 
are due to failure to exercise rights 
or warrants and even interest cou- 
pons and matured bonds are not 
cashed. It is best to check all se- 
curities at regular intervals in 
order to keep posted and it is par- 
ticularly important to notify com- 
panies of changes of address so 
that they can inform you on any 
new developments. 


Names of 10 Stocks Recommended 
in January 17th Issue 


I have been a subscriber to your maga- 
zine for a number of years. Reference 
has been made in a recent issue regard- 
ing the 10 stocks recommended in your 
January 17th issue. As I do not have a 
copy of this issue, will you please send me 
a list of the stocks recommended? 

J. W., Mobile, Ala. 


The 10 favored stocks for 1948 
presented in our January 17th 
issue where as follows: 





Phillips Petroleum 
American Car & Foundry 
Southern Pacific 
Monsanto Chemical 
Pennsylvania Railroad 
Chrysler 

U. S. Steel 

Youngstown Sheet & Tube 
National Gypsum 
International Paper Co. 

Our Mr. A. T. Miller did not give 
the buying signal on the above 10 
stocks until our April 10th issue 
was puvlished. 


Monarch Machine Tool 


Will the Marshall Plan help the 
machine tool industry, and particulary 
Monarch Machine Tool Co.? 

T.D., Spokane, Wash. 

Gross ‘shipments of machine 
tools and accessories by the Mon- 
arch Machine Tool Co. in 1947 ran 
17% ahead of the preceeding year 
to establish a new postwar high. 
Sales total was $8,616,428 com- 
pared with $7,368,712 in 1946. Pre- 
viously announced earnings of 
$726,406 or $3.46 per share on the 
210,000 shares outstanding com- 
pared with $678,476 or $3.23 per 
share for the preceding year. 

Reporting $1,816,343. in foreign 
business shipped during 1947, none 
of it to Russia, the President of the 
company pointed out that the re- 
habilitation of Europe still re- 
quires new machine tools in con- 
siderable quantity. 

“Once the immediate objectives 
of the Marshall Plan are realized,” 
he added, “there is reasonable ex- 
pectations that it will provide sorne 
assistance in providing manufac- 
turing facilities in the free states 
of Europe as a pre-requisite to a 
revival of trade between them and 
the rest of the world.” Although 
the machine tool business has 
again become a highly competitive 
one, company anticipates no diffi- 
culty in finding a good market for 
its new models of tool room, engine 
and manufacturing lathes. Divi- 
dends in 1947 amounted to $2.00 a 
share and 50c was paid in the first 
quarter of 1948. 


(Please turn to page 146) 
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Keeping Abreast of Industrial | 
« and Company News ¢ 


E. I. du Pont de Nemours & Co., Inc. has em- 
varked upon a $30,000,000 expansion of research 
facilities at its Wilmington experimental station. 
This is the biggest single laboratory project the com- 
pany has ever undertaken. It will make Wilmington 
one of the largest. research establishments in the 
world. 


Bananas should be more plentiful this year ac- 
cording to United Fruit Company. With the addition 
of nine new vessels expected to be in service in 
May, the company’s fleet will be greater than it 
was before the war. These ships will ve plying the 
sea lanes regularly to Latin America and the West 
Coast. 


United States Steel Corporation has sold its ship- 
building plant on the Hackensack River at Kearny, 
New Jersey, to the Navy. Price was $2,375,000, 
which was thought to represent the depreciated 
book value of the physical assets. The Navy acquired 
it as a standby plant. 


After more than eight years of research in its 
laboratories, Burlington Mills Corporation has de- 
veloped six basically new nylon upholstery fabrics 
created especially for the transportation field. Use 
of the favrics for automobile upholstery is expected 
to eliminate the need of seat covers for cars. 


Pan American Airways Corporation becomes the 
first airline in the world to exceed $100,000,000 in 
annual passenger and air freight revenues. Gross 
commercial income last year was listed at $120,827,- 
000 compared with $91,049,000 in 1946. Net income 
for the two years was $2,960,000 and $2,983,328 
respectively. 


Koppers Company, Inc. has been awarded a 
$4,413,250 contract to build a demonstration plant 
in Missouri to produce oil from coal. Construction 
will start in three months and is to be completed 
in fifteen months. The plant is one of three in the 
Bureau of Mines program for developing synthetic 
liquid fuels. 


A wrinkle-resistant finish for all types of cotton 
textiles has been produced by the American Cyana- 
mid Company. The finish has a resin base but will 
not seriously reduce tensile strength, it is claimed. 
It is expected to control shrinkage to 2% or under. 
ages A cloth with the new finish will be available 
in ; 


Standard Oil Company of Indiana has opened the 
first eight buildings of thirteen planned in a re- 
search project to cost $10,000,000. Important pros- 
pects scheduled at the laboratory include the devel- 
opment of high molecular weight alcohols for use 
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in the production of plastics; also studies on fuels 
and lubricants. 


A built-in wall heater for use in homes where 
instantaneous heat is desired has been developed by 
General Electric Company. The heater will be dis- 
tributed to dealers throughout the country within a 
few weeks and will carry a recommended national 
retail price of $15.50, including tax. 


Engineers of General Motors Corporation have 
asked coke-making plants to change the structure 
of their coke to make it more suitable for foundry 
use. If experiments urged by the engineers are suc- 
cessful, it may mean that every foundry and ma- 
chine shop will be avle substantially to reduce 
operating costs. 


The world’s largest phosphate mining firm, Inter- 
national Minerals & Chemical Corp., announces new 
strides in mechanization which, officials predicted, 
would enhance its leadership and help meet the 
desperate need for fertilizers with which to expand 
United States and foreign food production. 


An affiliate of the Shell Union Oil Corp. has de- 
veloped the first completely synthetic varnish, made 
from a new petroleum chemical, glycerol allyl ether. 
The varnish, which forms a hard, insoluble film over 
products, promises to cut industrial demands for 
linseed, soybean, and cottonseed oils. 


United States Rubber Company has placed on the 
market a new extra-quality low-pressure automobile 
tire designed to give up to 60° more safe mileage 
than ordinary casings. The greater mileage, accord- 
ing to the company, will result from a 25°: deeper 
tread of specially compounded rubber. 


A radically new microfilm reader which permits 
both easy reading of 16mm. microfilm and copying 
of the film on photographic paper in less than two 
minutes without use of a dark room has been de- 
veloped vy American Optical Company. The device 
also incorporates many desirable features never be- 
fore seen on microfilm readers. 


North American Company will continue in the 
public utility business. The company had originally 
intended to withdraw from this field and enter other 
enterprises. It had even submitted a withdrawal 
plan with the SEC but it now proposes to rescind 
the plan and stick to public utilities. 


Fluorescent lamp sales in America will soar to a 
record-breaking total topping 100 million units, ac- 
cording to a Westinghouse Electric Corporation 
spokesman. This figure is 400 times greater than the 
250,000 fluorescent lamps sold ten years ago when 
these tubular light sources made their debut at the 
New York World’s Fair. 
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What's head 


By E. 


The new pattern now developing in industry—price reduc- 
tions and denial of wage increases,—if followed more widely 
may prove a truly effective means of stemming inflationary 
pressures but probably no 
more than that, even under 
the most auspicious circum- 
PER CAPITA BASIS === stances. Stabilization rather 

a. W. 5, ONDER than reversal of price trends 
4 is undoubtedly the most that 
can be expected, but this in 
itself would be eminently 
reassuring. At this writing, it 
is still an open question 
whether the movement can 
successfully spread to other 
than the steel industry where 
no actual strike danger 
exists. Reaction of the elec- 
trical workers unions, for in- 
Two stance, is still to come. 
WEEKS Regarding price reduc- 
tions, there is growing belief 
in many quarters that the 
time is close at hand when 
YEAR downward price revisions 
aco ° . ° ° 
are increasingly in order, if 
not in steel—as a matter of 
necessity—then in a good 
many other lines. Production 
has been rising enormously, 
reflecting availability of new 
facilities and a smoother 
production process as raw 
materials have become 
available in better supply. 
As a result, inventories of 
many types of finished civil- 
ian goods are now at peak 
levels and still rising. At the 
same time, there is growing 
conviction that they can only 
be moved at lower prices. 

Even the business stimulus 
expected from increased 
Federal spending is not 
likely to obviate the neces- 
sity of important price deci- 
sions in many fields over the 
1} | months to come, which will 
i} | bring at least some clarifica- 
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tion of the future direction of prices. A straw in the wind is 
perhaps the continued absence of a new wave of inventory 
buying except in scarce metals and steel where ite pres- 
sure continues urgent and heavy even at grey market prices. 
On the whole, this reflects the belief that inventories are high 
enough in relation to prospective sales, especially now that 
distribution pipelines are well filled and serious delivery delays 
are the exception rather than the rule. Reluctance to step up 
buying is not confined to the manufacturing level; it is equally 
pronounced among retailers and the consuming public. In other 
words, the more immediate outlook still points to a buyers’ 
market in all but such lines where prolonged scarcities are 
clearly indicated. 

This implies no under-estimation of the possible inflationary 
repercussions of re-mobilization and foreign aid but rather the 
need to withhold judgment regarding their actual impact so 
long as the size and character of the military budget remain 
in abeyance. If it grows much more as we go along, opinions 
may have to be drastically revamped. Direct impacts, at any 
rate, may be slow in developing. 

Meanwhile industrial production, despite coal strike inter- 
ruptions, has been roaring along at a high rate. The Federal 
Reserve Board Index for Industrial Production for March dipped 
only two points from the revised February high of 194% of the 
1935-39 average. While the April drop will be somewhat 
sharper because of the cumulative effects of the coal strike, it 
is still nothing to worry about in view of the quick rebound 
presently under way. Barring new upsets, there is no likelihood 
of any serious economic test in the foreseeable future. Price 
softness in consumer goods, where it should develop, must be 
regarded as favorable rather than otherwise, as working to- 
wards a slowing if not halting of wage-price spiraling. 


Foreign Situation a Key Factor 


The key factor in the outlook is the foreign situation. If war 
clouds deepen, return of menacing inflation is hardly avoid- 
able but the outcome of the Italian elections is a reassuring 
factor, making for subsidence of war scares and a calmer ap- 
praisal of communist threats abroad. The weeks just ahead 
should tell whether such hopes are justified. But regardless, 
preparedness spending will continue and may well be increased 
especially if thoughts of revival of lend-lease to western Euro- 
pean nations take more concrete form. 

Domestically, the price versus wage test now looming as the 
result of the steel industry's move is the big thing to watch. It 
may yet prove an economic catalyst now that conflicting forces 
of inflation and deflation are approaching a troubled balance. 
All signs indicate that labor and management have reached a 
critical stage in the anti-inflation battle. 
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MONEY AND CREDIT—Despite temporary denials, a move 
by the Federal Reserve Board to raise short term interest and 
discount rates may not be far off. Treasury Under-Secretary 
Wiggins hinted that much at the recent American Bankers 
meeting, forecasting that the June-July Treasury refinancing 
would see the certificate rate going from 1!/g to 1!/4 per cent. 
Treasury Secretary Snyder denied that a final decision has 
been made but the general belief is that the die is virtually 
cast—and has been for some time. There will be a higher rate 
by July. And any such upward adjustment will probably be 
accompanied by an increase in the discount rate, from 1!/4% 
to 11/,%. A final decision may be announced about May 15. 
The higher certificate rate would considerably ‘sweeten’ the 
heavy mid-year refinancing at a time when it will be virtually 
impossible to make further debt retirements from Treasury 
surplus. 


TRADE—Department store sales during the week ended April 
17 were 8%, above the comparable period last year, with sales 
in the New York district only 6% higher. Consumer buying re- 
mains selective with emphasis on better quality th 
but on the whole, a slightly better attitude was displayed with 
mild weather encouraging the purchase of seasonal merchan- 
dise. Wholesalers report a somewhat higher re-order volume 
on the part of retailers, but the latter remain cautious in their 
policies to replenish stocks. 


INDUSTRY—The rebound in industrial activity from the effects 
of the coal strike is well under way. Our Business Activity Index, 
on a per capita basis, in the week ended April 14 recovered to 
163.5 from the previous week’s low of 162.9; this compares 
with the pre-strike figure of 168.8. Coal production recovered 
to 7.7 million tons from the preceding week's 2.3 million tons, 
and subsequently should sharply re-approach the pre-strike 
output of 13.3 million tons. One of the after-effects of the coal 
strike is the likelihood of a fairly sharp temporary drop in 
automobile production, pending the building up of adequate 
stocks of steel, coal, iron and coke, this in the face of a seasonal 
demand upswing considerably spurred by the war scare. 


COMMODITIES—Displayed considerable weakness, partic- 
ularly grains on havea crop news, with pressure spreading 
elsewhere. Our Raw Material Spot Index for the first time since 
the latter part of March declined slightly after a consistent 
advance. On April 24 it stood at 157.6 compared with 158.9 
a week earlier and 151.7 on March 20 when the month-long 
hardening process got under way. There are further signs of 
higher rather than lower shoe prices in line with a further hard- 
ening of hide prices. Industrial raw materials continue firm. 





U 


Steel Production—The operating rate of the steel indus- 
try is scheduled at 86.6% of capacity for the week beginning 
April 26, equivalent to 1,560,000 tons of raw steel compared 
to 80%, or 1,442,000 tons a week earlier. A year ago, opera- 
tions were at 96.4% of capacity and output totalled 1,686,900 
tons. While steel operations thus are recovering at what is 
described as ‘a normal pace,” it will take some time before 
coal stocks are built up to a safe level permitting resumption 
of the pre-strike steel output rate. 

* *  * 

Business Failures—Varying only slightly from the preced- 

ing week, commercial and industrial failures numbered 100 in 
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the week ending April 22, according to Dun & Bradstreet, Inc. 
But this figure is over five times as high as in the low years of 
1945 and 1946, and compares with 66 in the corresponding 
week of 1947. Business casualties in the Middle Atlantic States 
outnumbered failures in the Pacific States for the first time in 
several weeks, with 37 against 24. 

. “« 

Employment—A very active construction season is indi- 
cated by the considerable rise in employment in the building 
trades in March. Manufacturing employment also gained sub- 
stantially, almost to the December postwar high. Most of the 
latter increase came in the automobile industry which had laid 
off considerable numbers when gas shortages cut February 
output. In contrast to the hard goods industries, the soft goods 
lines generally saw a decline in employment from February to 
March, only textile mills and other fiber manufacturers showing 
a net gain. Employment continued to pick up throughout early 
April, pointing to a total by summer of more than 60 million 


overall. 
* * * 


Retail Sales—Retail stores sold $10.47 billion worth of 
goods in March, 13% more than in March 1947. February sales 
were $8.91 billion. Durable goods stores managed to increase 
their volume from $2.13 billion in February to $2.57 billion in 
March, while the sales of non-durable goods stores rose from 
$6.78 billion to $7.90 billion. Dollar sales over the past five 


(Please turn to the following page) 
































































































































Latest Previous Pre- 
Wk. or k.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_ Harbor 
MILITARY EXPENDITURES—Sb (e) | April 0.12 0.34 0.18 1.55 (Continued from page 141) 
| Cumulative from Mid-1940 April 364.4 = 364.3 349.7 13.8 | months have shown a relatively high degree 
of stability, varying no more than 2%, in 
| FEDERAL GROSS DEBT—$b April 22 252.2 252.5 257.8 = 55.2 | the seasonally adjusted indexes of the De- 
| partment of Commerce. Since all but food 
MONEY SUPPLY—Sb prices have moved steadily upward over 
i Demand Deposits—94 Centers___— | April 14 46.2 45.3 45.4 26.1 this period, panel ee se, Se Ae er we 
Currency in Circulati apne ee ae 10.7 | from the final quarter of 1947 is indicated. 
BANK DEBITS san — — of — poids 
New York City—$b April 7 95 8.6 6.0 4.26 arch accounted for much of the sizable 
93 Other Centers—$b April 7 Vt. 12.1 9.7 7.60 | gain over February sales. 
* * * 
| PERSONAL INCOMES—$b (cd3) | Feb. 207.1 211.4 119.5 102.0 Carloadings during the week ended 
Salaries and Wages_____| Feb. 7 ee NE 66.2 | April 17 were 785,668 or an increase of 
Proprietors’ Incomes Feb. 51.7 54.5 45.9 22.8 101,816 cars above the preceding week, 
Interest and Dividend Feb. 15.8 ‘5.7 oes 10.0 | reflecting the ending of the coal strike, with 
i Transfer Payments _____________| Feb. 11.0 Vt. 10.7 3.0 | coal car loadings jumping 76,778. Total 
; (INCOME FROM AGRICULTURE) | Feb. 235 266 21.3 10.1 | loadings, however, were still 80,176 below 
; a year ago. 
CIVILIAN EMPLOYMENT—m (cb) | March 57.3 57.1 56.0 51.8 * * * 

Agricultural Employment (eb) ———| March - as - Paperboard — New orders declined 
Employees, Manufacturing (Ib) | March 15.8 15.7 15.5 13.8 slightly, with production ond undilled onder: 
Employees, Government (Ib) | March 5.4 5.3 5.4 4.8 also reduced. The latter on April 17 came 
; UNEMPLOYMENT—m (cb) March 2.4 2.4 2.3 3.8 to 403,008 tons compared with 434,430 
| : ese. 

FACTORY EMPLOYMENT (1b4) | Feb. 155 «155154 47 | tonson April 10, indicating further progress 
pera Feb ne nnd i i. in reducing backlogs despite a slight output 
weey-adbrvgr4 — . decline. Inventories have been replenished 

Nen-Durable Goods rob. one ite = vd for some time now, possibly portending a 

DACTORY PAYRDUS (186) fan, a" ” wie dea somewhat more decisive downswing in de- 
FACTORY HOURS & WAGES (1b) mand. New orders have fluctuated sharply 

Weekly Hours Feb. 40.0 405 404 40.3 =| from week to week in past months. 

Hourly Wage (cents) Feb. 128.7 128.7 417.0 78.1 + = 

Weekly Wace ($) Feb. 51.52 52.17 47.29 31.79 Lumber Production for the week ended 

April 17 was down 8.1% but held 6.5% 

PRICES—Wholesale (1b2) April 17 162.9 160.6 147.2 92.2 | above the same week a year ago. Ship- 

Retail (cdlb) Feb. 188.9 190.2 172.7 1162 | ments were little changed and new orders 
COST OF LIVING (1b3) Feb. 167.5 1688 153.2 110.2 eee ig ag “i 

Food Feb. 204.7 209.7. 182.3‘. ae Ee CE 

Clothing Feb. 195.1 192.1 «181.5 s113.8 ee ee eee 

Rent as ro totalled $136.7 million for the week ending 

ini April 22, 5% below the previous week and 
RETAIL TRADE—S$b 55% above the corresponding week of last 
Retail Store Sales (cd) Feb. a9 9.69 783 47 oe Public construction came to $65.0 mil- 
Durable Goods Feb. 213 231 77 114 ion and private awards amounted to $71.6 
Non-Durable Goods Feb. ose 137 6.08 3.68 million, Awards in the April 29 week rose to 
Dep't Store Sales (mrb)_______| a a7 O55 0.40 $183 million, third highest weekly figure this 
Retail Sales Credit, End Mo. (rb2)_ Feb. 5.29 6.06 4.20 5.46 | Year . J P 
MANUFACTURERS’ Farm Land Values on March 1 had 
New Orders (cd2)—Total — 252 967 oat rT recovered to the peak levels of March 1920, 
Durable Goods en 291 306 971 221 according to the Department of Agricul- 
Non-Durable Goods “ate 208 one 923 157 ture. The average gain over the last year 
Shipments (ed2)—Total a 320 329 276 184 was 6.8%. The upturn is held due to con- 
Durable Goods “0g 351 349 292 223 tinuation of high prices for agricultural 
Non-Durable Goods ae 300 315 266 158 products and resultant record farm income. 
. It is predicted that ECA shipments will 
BUSINESS INVENTORIES, End Mo. maintain the export demand of farm prod- 
Total—$b (cd) ee 424d 34.9 267 | ucts at high levels for another year or more. 
a ree Dec. 23.7 236 202 162 : * * * 
Wholesalers’ te 15 14 59 43 Business Activity in March stayed 
Retailers’ Dec. 10.0 10.9 8.7 7.2 | close to the February peak, in terms of the 
Dept. Store Stocks (mrb) Feb. 2.18 1.90 1.96 1.4 Federal Reserve Board Index of Industrial 
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we a Pre- 
.or Wk.or Year Pearl PRESENT POSITION AND OUTL 
Date Month Month Ago —_— Harbor —_ 
BUSINESS ACTIVITY—i—pc April 17 163.5 162.9 159.2 141.8 Producti ‘ 
(M. W. S.)—l—np April 17 183.7 183.0 (176.1 «146.5 roduction. The March index of 192 com- 
pared with the February postwar peak fig- 
INDUSTRIAL PROD.—1—np (rb) | Mor. 192 194 190 174 ure of 194, The high level of industrial out- 
Minerals an Bs pa rr put is somewhat surprising, considering that 
Durable Goods, Mfr. or. the coal strike was on for half of the month 
Non-Durable Goods, Mfr. _| Mar. 179 180 175 141 ° 
. ; of March. The durable goods index rose 
CARLOADINGS—t—Total April 17 785 684 865 833 from 201 in February to 230 in March, the 
Manufactures & Miscellaneous April 17 376 419 383 379 non-durable goods index dipped slightly 
Mdse. L. C. L. April 17 109 113 126 156 f 180 to 179. Chief d di 
Gusta April 17 38 40 48 43 rom ° . le rop occurred in 
minerals production, reflecting the coal 
ELEC. POWER Output (Kw.H.Jm | April!7 5,086 = 5,032, 4,660 = 3,267 mine stoppage. 
SOFT COAL, Prod. (st) m April 17 aa 223 12.8 10.8 * * _ 
yh ig te Jan. | nt 17 oy = yy 7 Steel Price Reductions totalling $75 
Stocks, End Mo. _— “ : : ; million to $80 million will become effective 
PETROLEUM—(bbis.) m if the entire steel industry follows the action 
Crude Output, Daily April 17 5.4 5.4 4.9 4.1 of U. S. Steel Corporation. While such an 
Gasoline Stocks ~ — a ; = amount will be small in relation to the in- 
Fuel Oil Stocks it dustry’s huge sales volume, it nevertheless 
Heating Oil Stocks April 17 34 32 30 55 = 
. — = po would be a welcome starter towards stabili- 
LUMBER, Prod. (bd. ft.) m .% zation of the price structure. 
Stocks, End Mo. (bd. ft.) b___| Feb- = = cin . ae 
STEEL INGOT PROD. (st.) m _ Ry = ae ae Recent Cement Industry Ruling, 
Cumulative from Jan. | which outlaws the basing point system, if 
ENGINEERING CONSTRUCTION ‘ carried to its logical end in other industries 
AWARDS—S$m (en) — = Pe va wie - would ultimately benefit local producers 
Cumulative from Jan. | : ; ; ‘ ‘ and companies maintaining widely scat- 
MISCELLANEOUS tered production facilities. The Supreme 
Paperboard, New Orders (st)t_..| April 17 160 164 158 165 Court's sweeping decision which may well 
berg tens —- End —— i ri a a Pi B.. change the nation’s industrial geography, 
. ». Newsprint Consumption (st}t. eb. . . . . ° c 
Do., Stocks (mpt) End Month (st)t| Feb. 448 461 439 523 —- yo Posy with — disloca 
Pneumatic Casings Production—m._| Feb. 6.3 7.8 49 4.0 tions ane radical changes © the nations 
Anthracite Coal Production (st)m_.| Mar. 4.9 4.6 49 3.8 | marketing pattern. 





b—Billions. 


cb—Census Bureau. 


ed—Commerce Dept. 


cd2—Commerce Dept. (Avge. Month 1939—100), 


cd3—Commerce Dept., 


seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 


Data. e—Estimated. on—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). 
1b3—Labor Bureau (1935-9—100). 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. 


(1926—100). 


Ib—Labor Bureau. !b2—Labor Bureau 


1b4—Labor Bureau, (1939—100). It—Long Tons. m—AMillions. mpt—At Mills, Publishers, 


np—Without Compensation for Population growth. pe— 


Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Theusands. 
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No. of 1948 Ind (Nov. 14, 1936, Cl_—100) High Low Apr.17 Apr. 24 

Issues (1925 Close—100) High Low Apr.17 Apr. 24 100 HIGH PRICED STOCKS.___.__ 85.8 75.27 84.7 85.8A 

312 COMBINED AVERAGE ___ 137.9 119.0 ‘135.9 —-:137.9A_| 100 LOW PRICED STOCKS____ 164.7. 135.10 160.5 = -164.7A 
4 Agricultural Implements — 212.0 178.8 197.4 207.9 6 Inv t Trusts 58.6 50.0 57.8 58.1 
I Aircraft (1927 Cl—100)_ 187.5 134.3 -187.5B 186.0 3 Liquor (1927 Cl—100)___ 764.9 637.7. 741.9 764.9A 
6 Air Lines (1934 Cl—100)_. 516.3 430.3 502.3 502.4 9 Machinery _________ 160.1 136.8 157.0 160.1A 
6A ft 94.5 78.7 94.5A 94.0 3 Mail Order 104.2 89.8 103.1 104.2A 
13 Automobile Accessories __._ 201.5 171.1 194.2 198.5 3 Meat Packing 108.8 92.0 101.6 103.3 
12 Aut biles 38.4 31.4 34.8 36.1 13 Metals, non-Ferrous 175.1 138.0 171.7 175.1A 
3 Baking (1926 Cl—1!00)___._ 18.9 16.4 17.5 17.6 4 Paper 41.3 34.1 40.2 40.9 
3 Business Machines _.__._ 267.2 224.7 248.5 251.1 24 Petroleum 246.2 199.5 236.0 246.2Z 
2 Bus Lines (1926 Cl—100)__._ 154.1 133.4 154.1A 154.0 19 Public Utilities __ 106.7 97.8 103.8 106.5 
5 ‘Ghemieqis: 20 28S 221.6 245.3 250.6A 5 Radio (1927 Cl—!00)____._ 22.0 17.6 21.2 22.0A 
2 Coal Mining — 17.8 14.7 17.8 17.7 8 Railroad Equipment 61.9 52.9 59.5 61.2 
4 Communication 48.7 42.3 47.1 48.7A 24 Railroads 25.0 20.5 23.7 25.0A 
14 Construction 64.2 56.6 62.1 63.4 3 Realty 23.9 21.1 23.4 23.3 
7 Containers 323.3 287.1 311.2 315.6 2 Shipbuilding 137.8 102.3 136.5 137.8B 
9 Copper & Brass 112.3 92.0 110.7 112.3A 3 Soft Drinks 516.5 431.2 439.3 438.6 
2 Dairy Products 56.8 50.7 56.0 55.3 14 Steel & Iron 110.9 96.2 105.6 108.7 
5 Department Stores 63.5 53.9 60.9 63.5A 3 Sugar 50.5 44.8 47.4 47.5 
6 Drugs & Toilet Articles 172.4 149.8 167.1 168.5 2 Sulphur 250.9 206.6 244.1 250.9A 
2 Finance Compani 221.7 199.4 216.9 215.7 5 Textiles 142.9 118.9 137.8 142.9A 
7 Food Brands 172.5 152.8 162.3 165.0 3 Tires & Rubber 31.3 27.5 29.6 30.3 
2 Food Stores 67.5 59.7 61.9 62.6 6 Tobacco 69.3 62.4 65.6 65.7 
3 Furniture 80.8 70.9 77.7 77.6 2 Variety Stores __.___. 319.5 286.9 311.3 316.2 
3 Gold Mining 758.1 694.2 706.0 711.5 17 Unclassified (1947 Cl—100) 100.8 90.0 98.8 99.7 

New HIGH since: A— 1947; B—1946; Z—AIl time HIGH. 
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Trend of Commodities 





Grain markets staged a rapid decline on favorable weather 
reports and a Department of Agriculture report showing 478 
million bushels of cash wheat in all positions in the country as 
of April 1, indicating that wheat feeding to livestock has been 
subnormal and that regardless of any damage to the winter 
wheat crop, there will be a more than ample supply. The 
Government meanwhile formally committed itself to record 
exports in the year ending June 30, 1948, by increasing total 

romised shipments to 577 million bushels, a rise of seven mil- 
fon bushels above the highest heretofore approved. The in- 
crease leaves 44 million bushels for allocation in May and 
June. On the other hand, in view of the more favorable crop 
outlook in Europe, it is expected that exports in the next crop 
year will not exceed 375 million bushels, barring the unex- 
pected, which would mean a substantial carry-over on June 


30, 1949. Corn met liquidation in sympathy with wheat and 
on expectation of larger receipts following completion of plant- 
ing operations, Liquidation also developed in lard futures 
because of a weaker undertone in vegetable oils and tallow as 
well as a marked expansion in the movement of hogs to lead- 
ing markets. Cotton prices established new peaks for the sea- 
son but subsequently reacted somewhat. Market strength was 
attributed to several factors including an improved export out- 
look, improvement in the textile goods market, a further decline 
in the stock of certificated cotton, reports from the South of a 
shortage of fertilizers in some areas and relatively heavy 
emergence of boll weevils in certain areas. The March con- 
sumption report of 6.3 million bales was in line with trade ex- 
pectations. The end-season carry-over, on July 31 next, is esti- 
mated at 2,840,000 bales against 2,530,000 last year. 





ALL COMMODITIES 
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WHOLESALE COMMODITY PRICES 






































U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. I'Mo. 3\Mo. 6iMo. 1 Yr. Dec.6 
Apr.23 Ago Ago Ago Ago Ago 194! 


28 Basic Commodities __._ 318.9 319.6 316.8 350.0 345.1 310.3 156.9 
11 Imported Commodities 270.6 274.9 277.1 296.8 309.3 285.4 157.5 
17 Domestic Commodities__ 354.7 352.4 345.4 389.5 370.3 327.5 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1948 1947 1945 1943 1941 1939 1938 1937 








High 163.6 164.0 95.8 92.9 85.7 78.3 658 93.8 
Low 150.6 1264 93.6 89.3 743 61.6 57.5 64.7 
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Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Apr.23 Ago Ago Ago Ago Ago 1941 
7 Domestic Agriculture — 370.5 365.7 368.0 415.7 399.5 336.5 163.9 
12 Foodstuffs 395.3 394.3 391.5 445.5 431.0 366.0 169.2 
16 Raw Industrials 271.5 272.1 269.1 287.7 289.4 273.8 148.2 








COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1948 1947 1945 1943 1941 1939 1938 1937 


High _____._ 168.63 175.65 106.41 96.57 84.60 64.67 54.95 82.44 
Low .. 144.24 117.14 98.96 88.45 55.45 46.59 45.03 52.03 
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Camels” Challenge 
“Luckies” 





(Continued from page 130) 


conditions, with the result that 
average costs over an extended 
period are used for accounting 
purposes. 


Since both American Tobacco 
and Reynolds Tobacco have this 
same inventory problem to cope 
with, their method of financing 
inventories is of particular inter- 
est. At the end of 1947, American 
Tobacco had outstanding some 
$170.6 million debentures, plus 
$122.5 million in the form of 
notes due to banks. During Feb- 
ruary 1948, however, the com- 
pany placed $75 million of 20 year 
3% debentures with an insur- 
ance company, using an unreveal- 
ed portion of the proceeds to re- 
duce bank indebtedness and to 
bolster working capital, the lat- 
ter standing at $366.8 million pre- 
viously. The aggregate funded 
debt accordingly now amounts to 
$245.6 million, practically all of 
which bears an interest rate of 
3%. Additionally, the company 
raised about $50 million cash last 
year through the sale of 896,404 
shares of “B” common, lifting 
the total number of equity shares, 
including voting common, to 5,- 
378,424. Stockholders recently 
have approved equal privileges 
for both classes of common. Out- 
standing ahead of the common 
are 526,997 shares of non-callable 
6% preferred stock. 


Funded Debt of Reynolds 


As for Reynolds Tobacco Com- 
pany, this concern has outstand- 
ing $92 million of funded debt, 
most of which bears an interest 
rate of 214%. To further finance 
its heavy purchases of leaf to- 
bacco, the company at the end 
of 1947 had borrowed $100 mil- 
lion of a stand-by credit of $150 
million arranged with a group of 
banks, available through June, 
1951 at a rate not to exceed 
134%. Back in 1945, Reynolds 
fortified its working capital by 
the sale of 490,000 shares of 3.6% 
$100 par preferred stock. One 
million share of voting common 
and nine million shares of Class 
“B” non-voting common comprise 
the equity issues. 


In appraising the two capital 
structures, it is evident that fixed 


MAY 8, 1948 


charges of American Tobacco now 
amount to more than $7.4 million 
annually, besides which sinking 
fund charges of some $8.8 mil- 
lion have to be taken into consid- 
eration. From 1950 to 1965 in- 
clusive, sinking fund _ require- 
ments of Reynolds under present 
conditions will amount to only $2 
million, rising to $4 million in the 
1966-1972 period. And the prefer- 
red dividends of this concern are 
more than $1 million lower than 
those of its competitor. Addition- 
ally, the interest on Reynold’s 
funded debt presently absorbs 

2.3 million of available earnings, 
or less than a third of the amount 
required by American Tobacco. If 
Reynolds should decide to fund its 
bank debt later on, as is possible, 
its interest charges and sinking 
funds would undoubtedly be in- 
creased. 


The main thing to consider in 
weighing the above comparisons 
is how they might affect the net 
earnings and dividend potentials 
of the two concerns with the pas- 
sage of time. Offhand, the posi- 
tion of Reynolds appears to be a 
good deal more comfortable than 
that of American Tobacco, at 
least at the moment. On the other 
hand, it should be realized that 
nevertheless, American Tobacco’s 
net earnings last year topped 
those of Reynolds and that dur- 
ing the past four years, the com- 
pany has retired some $18.4 mil- 
lion of funded debt, while com- 
mon dividends have been raised 
from $1.50 per share in 1943 to 
$2 in 1947. Since American To- 
bacco’s net funded debt has in- 
creased substantially, this shows 
that sinking fund requirements 
do not necessarily have to be met 
out of net earnings, thus minimiz- 
ing this factor in comparing the 
two concerns. Pending further in- 
ventory liquidation, borrowing 
could as well be used. 


Outlook Bright 


Upon analysis, the outlook for 
both of these strong concerns as 
to sales and net earnings seems 
about equally bright. A long rec- 
ord of uninterrupted dividend 
payments in both cases attaches a 
high investment rating to their 


shares, which is not likely to be 


impaired in the foreseeable fu- 
ture. It is possible that the heav- 
ier borrowings by American To- 
bacco, along with recent evidence 
of disagreements in the manage- 


ment over advertising policies, ac- 
count for the faster drop in the 
price of its shares than those of 
Reynolds during the late bear 
market. And American Tobacco 
common, of course, has a good 
deal more leverage that will ac- 
centuate any possible future earn- 
ings decline. 


At a recent price of 58, Ameri- 
can Tobacco common offers a 
yield of 6% and sells at a price 
earnings ratio of 10.2, compared 
with 5.6% and 12 respectively for 
Reynolds at a price of 36. These 
figures attest to a fairly close in- 
vestment appraisal of the two 
issues. 





Corporate Earnings Trends 
Under Today’s Labor 
Cost Ratios 





(Continued from page 117) 


Although the figures on labor- 
cost and profit margins in this 
broad sampling of leading com- 
panies afford a useful guide as to 
their relative position, in the face 
of the present demands for wage 
increases, they must of course be 
accompanied by consideration of 
numerous factors. 


For example, if profit margins 
are threatened with a squeeze, 
are such margins at the highest 
level in history, or are they al- 
ready narrow? Does the company 
still have such a heavy backlog of 
unfilled or potential orders that 
a high rate of operations is as- 
sured for a long period ahead, 
regardless of a moderate increase 
in costs? Or has the company and 
its industry now filled the de- 
ferred demand, and run into a 
condition of intense competition 
and price cutting to obtain new 
orders? If wages rates should be 
increased, what the the possibili- 
ties for offsetting economies, 
through improved efficiency or 
increased productivity per 
worker? Finally, is a “third 
round” of wage increases inevit- 
able, in view of the recent and 
rather surprising declaration by 
labor-union leaders opposing 
wage increases that lead to fur- 
ther price inflation? 


If there ever is a time when the 
investor needs to keep an open 
mind as to changing trends, and 
not rely merely on opinions that 
proved sound in the past, that 
time is now. 
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Answers to Inquiries 





(Continued from page 138) 


Fairchild Camera & 
Instrument Corp. 


Please furnish earnings, sales volume 
and prospects for Fairchild Camera and 


Instrument Corp. 
B. R., Moline, Ill. 


Fairchild Camera & Instrument 
Corp. had a 1947 net income of 
$466,472, equal to $1.38 per share 
on the 337,032 shares outstanding. 


The company returned to a 
profitable operating basis after a 
$98,704 deficit for 1946. Included 
in 1947 profit is a non-recurring 
net income after taxes of approxi- 
mately $98,000, resulting from 
price redetermination on products 
delivered prior to 1947 and various 
adjustments covering miscel- 
laneous tax accruals of previous 
years. 


Sales for 1947 amounted to 
$8,023,000, compared with $6,605,- 
000 for 1946. Open orders at the 
end of 1947 totalled $6,958,000 as 
compared with $9,613,000 at the 
end of 1946. This was attributed, at 
least in part, to engineering delays 
in development of new projects 
program. The completion of these 
important engineering and devel- 
opment projects should lead to new 
business and increased manufac- 
turing operations, 


Dividend payment of 30c per 
share was made in 1947. 


(Continued on page 155) 





Postwar Expansion Spurred 
By Broadening Domestic 
Markets 





(Continued from page 114) 


productive apparatus of the coun- 
try. This may require a good 
measure of mobility of capital as 
well as of workers, and of adapta- 
tion of employment policies to 
changed conditions. 


Business no doubt is aware of 
this, as present planning shows. 
In the past, capital investment 
has been rising with swings in 
production and employment, and 
as prospects point to a continued 
high rate of either, capital goods 
spending promises to hold at sub- 
stantial levels. A potential addi- 
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tion of 10 to 25 million to the 
domestic consumer army during 
the next 25 years is a powerful 
argument in its favor, and a 
strong enough incentive. 





Boom in Shipbuilding 
—Under Expanded Merchant 
Marine 





(Continued from page 135) 


stantial resources could support 
dividend stabiltiy. 35% of net in- 
come accrues to 175,00 shares of 
voting Founders shares, controlled 
by AVCO; the balance is appor- 
tioned to 325,000 shares of non- 
voting participating common. The 
fundamentals of New York Ship- 
building seem to validate consid- 
erable confidence in the specula- 
tive outlook for its shares. 


Newport News Shipbuilding & 
Dry Dock Co. is capable of build- 
ing the largest ships, and its fa- 
cilities for repair work are ex- 
tensive. Activities of the latter 
kind have created stable and 
profitable operating conditions 
for many years past, though 
higher costs may tend to narrow 
profit margins in the current 
year. The prospect for larger vol- 
ume, though, could be an offset- 
ting factor. The ample margin of 
net earnings over dividends in 
1947, and for several years past, 
and an unbroken dividend record 
since 1931, tends to support ex- 
pectations of continued steady 
payments. A recent price of 29 for 
the shares establishes a yield of 
8.3%. The concern was low bidder 
on three of the 15,000 ton liners 
that the Maritime Commission 
wishes to have built. The shares 
are not lacking in speculative 
appeal. 


Todd Shipyards Corporation, a 
specialist in large scale repair 
work, has the longest dividend 
record of any concern in the 
group under discussion. Ship- 
yards on the Atlantic, Gulf and 
Pacific Coast afford strategic ad- 
vantages that have substantially 
stabilized volume over a long pe- 
riod. Estimated net earnings 
equal to $23 per share for the 
fiscal year ended March 31, 1948 
attest to exceptional prosperity, 
and the outlook ahead seems fa- 
vorable. 


Judging from last year’s bal- 
ance sheet, working capital was 
very large, equalling $162.70 per 





share. Dividends have been paid 
continuously since 1916. In com- 
bination, all of the above factors 
lend speculative appeal to the 
shares, although at 110 the price 
has somewhat discounted a higher 
dividend than $6 per share, as 
paid last year. In the March, 1948 
quarter $1.75 per share was dis- 
tributed. 


(Continued on page 151) 





Bottlenecks and Shortages 
—From Stepped-Up 
Preparedness Program 





(Continued from page 127) 


portion of increased outlays will 
be allotted to wages, personal 
equipment, overhead, travel and 
sustenance, assuredly during near 
term months. Deliveries of ships, 
aircraft and other costly items 
will be spread over quite an ex- 
tended period, although shifts in 
production planning would be re- 
quired within a reasonably short 
time. One encouraging aspect of 
the clouded picture unfolding is 
that while spending for prepared- 
ness will create shortages in more 
than one direction, with wide- 
spread reprecussions through the 
economy, it practically precludes 
any possibility of a near term 
business recession and will pro- 
long the current seller’s market 
in many lines. 





For Profit & Income 





(Continued from page 137) 


the shares a boost, once the liquor 
group gets going marketwise. 
While the group has improved 
some lately, progress has not been 
spectacular. 


Movies 


The motion picture group, de- 
spite the industry’s numerous 
problems still unsolved, is reflect- 
ing revival of confidence in the 
outlook, though any marked im- 
provement of the industry’s po- 
sition is likely to be a long range 
matter. For that reason, it still 
takes a bit of courage to back 
one’s conviction in this respect 
with money. But Loews, for in- 
stance, has finally managed to re- 
verse the downtrend in its gross 
sales and operating revenues. Ef- 
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PACIFIC GAS AND ELECTRIC COMPANY 


‘Highlights of the 42nd 
Annual Report 
1947 


REVENUES 





Stimulated by the large increase in service 
outlets and high levels of production and 
employment, gross revenues advanced 
$16,306,000, or about 10%, to a record 
total of $184,587,000. The Company’s 
charges for gas and electric service to the 
vast majority of customers remained un- 
changed during 1947 and were well below 
prewar levels. Certain rate schedules cov 
ering service to industrial and commercial 
customers were adjusted to reflect in- 
creases in fuel oil prices. 


PERSONNEL 





The Company’s expanding volume of 
business and accelerated construction ac- 
tivities required the addition of 2,295 em- 
ployees during the year. On December 31, 
1947, there were 15,735 men and women 
on our payroll. Total payrolls of both op- 
erating and construction forces were 
$57,415,000, an increase of $14,428,000. 
About three-fifths of the increase was due 
to the larger number of employees and the 
balance to higher wages and salary rates 
in effect. 


EARNINGS 





Earnings for the common stock were $2.57 
per share on an average of 6,565,358 
shares outstanding during the year. These 
earnings compare with $2.72 per share in 
1946 on 6,261,274 common shares out- 
standing throughout that year, and with 
an average of $2.37 per share during the 
past five years. Cash dividends on the com- 
mon stock were continued at the annual 
rate of $2.00 per share which has been in 
effect for many years. 
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Sales of electricity turned sharply upward 
in 1947, reaching a new peak of 8,473,- 
0C0,000 kilowatt-hours, an increase of 
953,000,000 kilowatt-hours or 12.7% 
over 1946. In 1947 residential electric 
customers used an average of 1572 kilo- 
watt-hours of electricity. Average revenue 
received from this class of service was 2.61 
cents a kilowatt-hour, 19% below 1940. 
For the 31st consecutive year the volume 
of gas sold established a new high record, 
totaling 147,991,000,000 cubic feet. 


CONSTRUCTION PROGRAM 





Our construction program has gained 
momentum despite delays caused by the 
inability of manufacturers to deliver equip- 
ment on schedule. Total expenditures for 
construction in 1947 reached $100,302,- 
000. Special emphasis was placed on in- 
creasing electric generating capacity. Our 
program calls for the installation of an 
additional 1,400,000 horsepower of elec- 
tric generating capacity by 1951, of which 
525,000 horsepower will become avail- 
able within the next twelve months. 


There was a net addition of 125,798 cus- 
tomers to our lines during the year. This 
gain far exceeded that in any year in our 
history, and was more than double the 
average annual increase in the preceding 
ten-year period. For the first time the num- 
ber of customers passed the two million 
mark and by the end of the year service was 
being supplied to a total of 2,017,474 cus- 
tomers. Of these, 1,137,398 were electric, 
863,542 gas, and 16,534 water and steam 
customers. 


STOCK OWNERSHIP 





At the close of the year the Company had 
141,293 stockholders, or 2374 more than 
a year previously. The list of stockholders 
included 59,000 women, 38,000 men, 
28,000 joint tenancies, 12,000 trustees 
and other fiduciaries and 4,000 corpora- 
tions, partnerships and institutional in- 
vestors. Holdings averaged 90 shares or 
$2250 par value per stockholder. For 
every employee on its payroll, the Com- 
pany has nine stockholders or direct 
owners. 


INETEEN FORTY-SEVEN was the 94th year of operations of the 
Company and its predecessors. Measured by any standard, it was 
the busiest period in our long history. 

The year’s operations reflect the unprecedented growth of population 
and industry in Northern and Central California during and after the 
war. Since the 1940 census the population of the State has increased 
over 3,000,000, chiefly as a result of one of the great mass migrations 
of history. About one-half this growth occurred in the 46 counties into 
which our lines extend. The Company is continuing its efforts to extend 
service as rapidly as possible to new homes and industries in this area. 


245 MARKET STREET + SAN FRANCISCO 6, CALIFORNIA 


A copy of our 1947 Annual Report to Stockholders may be obtained on application to €. J. Beckett, Treasur 
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forts at cost reduction will be 
reflected by earnings later in the 
year, and even more fully next 
year ; meanwhile net for the first 
half of the fiscal year, though con- 
siderably below the previous com- 
parable period, was sufficient to 
cover dividend requirements for 
the period. As stated, real im- 
provement will take time, but it’s 
on the way. 





Europe on the Eve of the ERP 





(Continued from page 125) 


articles, specialties, and the prod- 
ucts of light industries. In 1947, 
European exports paid for only 
about $900 million of imports 
from the United States out of a 
total of $5.9 billion. Even if the 
United States should be willing 
to expand its purchases from Eu- 
rope three or four times, there 
still would be a considerable def- 
icit left. 


As to the possibilities of closing 
the trade deficit by import con- 
traction, the Survey comments 
that “the ultimate recovery of 
trade within Europe should per- 
mit the return of imports from 
overseas, in the main, to about 
their prewar level and compo- 
sition.” But room for further re- 
duction of imports is limited by 
the fact that some 80 to 90 per 
cent of Europe’s imports consist 
of raw materials and foodstuffs 
which cannot be replaced by in- 
creased production within Eu- 
rope. Moreover, such savings as 
may be possible will tend to be 
outweighed by larger require- 
ments of petroleum and other in- 
dustrial materials needed to sup- 
port the changing pattern of pro- 
duction in Europe.” 


Europe’s_ rehabilitation has 
gone a long way since the early 
days of May 1945, when the last 
remnants of the Nazi Empire 
crumbled. The industrial recovery 
has actually been substantial. 
Moreover, the reality of the 
E.R.P., a project that no Euro- 
pean dared to dream of one year 
ago, inspires the hope that it will 
be possible for western Europe to 
carry out many drastic readjust- 
ments in its economy necessary 
as a result of the collapse of the 
old system of intra-European 
trade and the shift in Europe’s 
status from a creditor to a debtor 
basis. 


However, reading the exhaus- 
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tive survey prepared by the U.N. 
Economic Commission for Eu- 
rope, one cannot escape a pessi- 
mistic conclusion that many of 
the problems will still be unsolved 
by 1952 when the E.R.P. is to 
come to an end, and that in gen- 
eral the era of “free circulation 
and exchange of wealth” which 
presupposes freedom of trade and 
without which there cannot be a 
real prosperity in western Eu- 
rope, is still a long way off. 





Legislative Prospects 





(Continued from page 120) 


original budget for the military 
forces, the Ways and Means Com- 
mittee sees that outlook. And, the 
committee statisticians say, the 
budget will be brought into bal- 
ance next year. More optimistic 
members see a 8 billion dollar sur- 
plus. Answer is found in the huge 
funds authorized or appropriated, 
but not spent. 








Where ERP Dollars Will 
Benefit American Business 





(Continued from page 119) 


would be involved. ECA is ready 
to spend $75.5 million, if neces- 
sary, for finished steel, besides 


$20.2 million for raw and semi- 
finished steel. 


Where the steel industry will 
feel the impact of the European 
Recovery Program most is in 
meeting the requirements of cus- 
tomers here at home who must 
manufacture substantial amounts 
of machinery and equipment for 
shipment abroad. Beyond ques- 
tion, allocations of steel to these 
industries will have to be large, 
with correspondingly adverse ef- 
fect upon a long list of producers 
of less essential items. Progress 
towards economic recovery by the 
nations we seek to help, will hinge 
emphatically upon receipt of mod- 
ern machinery and _ powered 
equipment, and steel of course 
will play a major role in their 
production. 


Eventually steel output by for- 
eign concerns themselves may 
rise to nearer prewar levels, and 
to stimulate the trend, ECA plans 
to spend in the United States an 
estimated $28.3 million for steel 
mill equipment. It is obvious that 
the relatively few large specialists 
in this field will receive some sub- 
stantial orders in implementing 
the plan. 


Demand for Machinery 


Other industries assured of 
substantial sales of machinery in- 
clude the group in a position to 
supply equipment for the coal 
fields of Britain and Western Eu- 
rope. Stepped up production of 
coal in those countries is a prime 


' essential in the entire recovery 


program. It is hardly surprising, 
therefore, to find that ECA fig- 
ures that $49.1 million worth of 
mining machinery must be bought 
from American concerns for over- 
seas shipment. Mechanization of 
coal mining operations involves 
not only power units but giant 
strippers, conveyors, drills and 
fabricated towers, not to mention 
coal cars and diesel haulers. Do- 
mestic suppliers of this special- 
ized equipment are now operating 
at practical capacity, so that ad- 
ditional orders may not improve 
their earnings potentials, but an 
increase in backlogs should pro- 
long their period of high level ac- 
tivities. 

Allotment of ECA funds for the 
purchase of agricultural equip- 
ment, most of which will benefit 
American manufacturers, in- 
volves $8.15 million dollars. Com- 
pared with the present huge vol- 
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ume of this industry, this sum is 
by no means overly significant, 
and it will be spread over a large 
number of suppliers. Neverthe- 
less, such orders as any one con- 
cern may receive from ECA will 
tend to stabilize operations, for 
adequate supplies of steel will be 
well assured. 


The same will be true of pro- 
ducers of electrical equipment for 
which ECA expects to spend 
$43.3 million, and aside from 
steel, copper, lead and other met- 
als are bound to be allocated in 
needed amounts to fill the foreign 
orders. In this connection, it is 
well to point that ECA also plans 
to buy $85.6 million of copper, 
$37.4 million of zinc, $14.5 mil- 
lion of aluminum and $53.5 mil- 
lion of lead for its foreign bene- 
ficiaries, to the corresponding ad- 
vantage of the non-ferrous metals 
industry. 


Lumber Needs 


Both in England and parts of 
the Continent, a serious shortage 
of lumber supplies tends to check 
economic recovery. Hence to aid 
in this direction, the plan will be 
for shipments of about $13 mil- 
lion of timber equipment and per- 
haps as much as $142 million of 
lumber in various forms. Because 
the bottleneck in our domestic 
housing program, this channeling 
of supplies abroad will not bene- 
fit American suppliers much, ex- 
cept to expand backlogs now un- 
duly large. 


Aside from the specialized 
equipment we have mentioned, 
miscellaneous machinery orders 
will involve very substantial 
sums. Producers of machine tools, 
presses, and a long list of equip- 
ment needed by foreign manufac- 
turers of durable goods can look 
forward to some $329.4 million of 
new orders. In this division of our 
economv such an influx of busi- 
ness will be welcome. for ma- 
chinery exports during the next 
12 months may be double what 
they were in 1947. Some special- 
ists of course now have their 
hands full in keeping up their or- 
ders, but others who were handi- 
capped by competition from Gov- 
ernment surplus tools and scant 
supplies last year of steel are 
likely to gain measurably from 
this part of the ERP program. 
Broadly viewed, the machine tool 
industry seems certain to benefit 
as much or more than any other 
group we have been discussing. 
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Feo Years Growth in 2 Years 








Tue telephone was forty years old 
before there were six million Bell 
telephones in this country. Now 
there are twenty-nine million. The 
last six million have been added since 
these little tots were born — in about 
two years instead of forty. 


But growth is not the only measure 
of the increased value of your tele- 
phone service. Many new develop- 
ments, worked out in Bell Telephone 
Laboratories and now being put into 
service by your telephone company, 
are extending its scope and usefulness 





There is the extension of telephone 
service to automobiles, trucks, busses, 
boats, trains and airplanes. 


There is the $200,000,000 program to 
extend and improve service in rural 
areas. Today there are 50% more 





BELL TELEPHONE SYSTEM 





rural telephones than when the war 
ended. 


Then there is coaxial cable, no thicker 
than your wrist, which can carry 1800 
Long Distance calls at one time. And 
along with it is a new system for 
transmitting telephone conversations 
by super-high-frequency radio waves. 
Both are designed so they can be used 
for Television as well as Long Dis- 
tance calls, 


And research on new electronic de- 
vices, now under way in Bell Tele- 
phone Laboratories, brings still wider 
horizons of electrical communication 
within view. 


It’s all a part of progress and our con- 
stant effort to make telephone service 
better and more useful for everv tele- 
phone user. 











The share of ECA orders that 
may accrue to the railway equip- 
ment industry for freight cars 
should total around $53 mil- 
lion. Additionally, truck manu- 
facturers may be encouraged by 
receipt of $48.1 million orders 
for export, while something like 
$88 million more will be spent for 
land transportation units of other 
descriptions. In all of these in- 
stances adequate supplies of steel 


will be forthcoming, even if sup- 
pliers have to cut down their al- 
locations for production of domes- 
tic goods. The aggregate of these 
orders, though, is not very large, 
and they will be apportioned over 
a fairly large number of concerns. 

In rounding out the Recovery 
program, ECA has not lost sight 
of the essential part that must be 
played by producers of industrial 
chemicals, paints, coal tar items, 
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VETERANS OF FOREIGN WARS oF THe U.S. 





and pharmaceuticals. $166 mil- 
lion will probably be spent in the 
above connection. This represents 
only a slight gain in chemical ex- 
ports compared with a year ago, 
but indicates that our domestic 
exporters will able to entrench 
themselves for another year in 
the European markets formerly 
dominated by German concerns. 


The prospect that $89.1 million 
worth of hides, skins and leathers 
will be bought by ECA is a con- 
structive element in the outlook 
for concerns in this industry, be- 
cause there have been warnings 
by leaders in the group that sup- 
ply soon may overtake demand in 
the domestic area, and thus en- 
danger price stability. On the 
other hand there is a good chance 
that ECA might divide this busi- 
ness with Canada and Latin- 
American countries, thus reduc- 
ing its significance to the home 
market. 


Although one could mention 
other industries that will receive 
substantial orders in connection 
with the European Recovery Pro- 
gram, it seems hardly necessary 


150 


to enlarge upon the subject fur- 
ther. It is clear that from the 
viewpoint of sustaining sales at 
satisfactory levels, the large out- 
lays by ECA will be en encourag- 
ing element in our economy 
henceforth. And though the di- 
mensions of ERP are expected to 
narrow after its first year of op- 
eration, when the European na- 
tions expect to get into their real 
stride, for several years to come 
substantial business should accrue 
to American concerns before the 
end is reached. 


As we pointed out early in our 
discussion, enthusiasm over the 
$5.3 billion planned expenditures 
by ECA should be somewhat tem- 
pered by realization that about a 
third of this sum will go to indus- 
tries beyond our own borders. 
Furthermore, the prospects for 
larger earnings by American con- 
cerns as a result of the plan are 
clouded by other considerations. 


For one thing, the program has 
been made very elastic, with the 
wise provision that each of the 16 
nations must report every month 
upon progress made, thus invit- 


ing a revision of earlier establish- 
ed requirements. In other words, 
if some of the nations succeed in 
doing better than anticipated, 
their imports under ERP are to 
be curtailed. In this event. ECA 
may trim its purchases accord- 
ingly. 


On top of everything else is the 
certainty that prices on all orders 
approved by ECA will be keenly 
scrutinized. This practice will ap- 
ply not only to orders placed a 
ECA itself but to foreign import- 
ers for whom it will supply the 
necessary funds. In contrast to 
the easy going pricing policies in 
force during Lend Lease and un- 
der the stress of wartime condi- 
tions, ECA will invite the strong- 
est kind of competitive bidding 
from start to finish in the ERP 
program. While the sales poten- 
tials of American industry ac- 
cordingly are improved by the 
plan, this by no means suggests 
anything like a bonanza in the 
offing. In fact some narrow profit 
margins could result in the com- 
petition to secure a desired share 
in the new business offered. 





As I See It! 





(Continued from page 109) 


minimized. But the point is that 
what counts in today’s world is 
power — not potential power but 
real military power. And quite 
likely, a satisfactory settlement 
with Russia cannot be achieved 
until her leaders are convinced 
that the West is strong and in- 
tends to stay strong. 


While our program for strength- 
ening the West is one of establish- 
ing peace, not for making war, in 
the minds of many there is a dis- 
tinct element of urgency about the 
matter. No one can be sure that 
Soviet Russia will look on peace- 
fully in the coming months while 
the strength of both the USA and 
Europe is being built up—amilitar- 
ily in the case of America, eco- 
nomically in the case of Europe by 
means of the Marshall Plan. In the 
circumstances, implementation of 
our pledge of support of the five- 
power alliance in Europe would 
seem to brook little delay, includ- 
ing a commitment to go to the aid 
of the western natoins in case of 
Russian attack. 


Actually, of course, the United 
States would automatically become 
involved if the Russian Army were 
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to march into western Europe, re 
gardless of any such formal com- 
mitment, for our occupation forces 
in Germany would have to be over- 
run first. Only if Russia were to 
choose some internal form of ag- 
gression, would the situation be 
different, though equally serious in 
its overall aspects. It is for this 
reason that western European na- 
tions would like to obtain a prom- 
ise of American support against 
external and internal aggression, 
a pledge further supplemented by 
military lend-lease to help them 
plan their defense. 


Such planning is necessarily 
dependent on two vital considera- 
tions. One is strategic; the second 
is how to equip their forces in or- 
der to make them effective as soon 
as possible. And it is exactly here 
where a new American lend-lease 
program assumes decisive impor- 
tance. 





Boom in Shipbuilding 
—Under Expanded Merchant 
Marine 





(Continued from page 146) 


Irregular earnings of  ship- 
builders, with very few excep- 
tions, lend rather clearly marked 
speculative elements in apprais- 
ing their shares, that is, where 
conservative investments are 
sought. Yields on even the best 
stocks in this group accordingly 
are higher than on the average 
run of industrial equities, and for 
the same reason their price-earn- 
ings ratios are characteristically 
higher. For this reason, our 
readers in studying the appended 
statistics should view cautiously 
the appealing figures shown in 
some instances. 


In further support of this 
premise, it should be realized that 
Government subsidies play a very 
heavy role in sustaining volume 
and profits in this industry, and 
that variations in political poli- 
cies always create uncertainties. 
Of the six concerns we have re- 
viewed, our first choice as to 
fundamental merits would be 
Todd Shipyards, with New York 
Shipbuilding holding second place 
in our opinon, but running a close 
race with American Shipbuilding. 
In all cases, however, the prices 
for shares in this group seem to 
have advanced to a point rather 
commensurate with their im- 
proved outlook during 1948. 
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The Baltimore and Ohio 
Railroad Company 


SUMMARY OF ANNUAL REPORT 1947 


TO ALL SECURITY HOLDERS: 


Industrial production in 1947 was maintained at a high level and the 
volume of freight transported by the Company was greater than for any 
preceding peacetime year. Total earnings were $367,600,700, but expenses 
reached an all-time high at $358,341,319, leaving net earnings of 
$9,259,381. Comparison with 1946 follows: 


EARNINGS: 
Comparison 
1947 with 1946 
From transportation of freight, pas- 
sengers, mail express, etc....... . $360,294,995 
From other sources — interest divi- 
dends, rents, etc. 


Total $367,600,700 


1 $55,310,279 


7,305,705 1 912,607 
| $56,222,886 








EXPENSES: 


Payrolls, material, fuel, services and 





cna ee , $327,255,262 1 $52,381,502 
Interest, rents and miscellaneous serv- 

ices ... : 31,086,057 D 857,068 

Total . $358,341,319 1 $51,524,434 





Net Earnings _$ 9,259,381 1 $ 4,698,452 





The return on the Company's net investment of $956,423,861 in property 
devoted to transportation service was only 3.04%, or about half of the 
6% considered a fair return. 


Confronted by sharply higher wage and supply costs, and an inade- 
quate return on investment in their properties, the railroads petitioned the 
Interstate Commerce Commission during 1947 for increases in rates and 
fares. Two interim freight rate increases were granted, effective October 
13, 1947 and January 5, 1948. It is estimated these interim increases will 
yield the Company 16% additional freight revenue annually based on 
present traffic volume. The Commission still has before it for final decision 
the petitions for permanent relief. Passenger fares were increased June |, 
1947 from 2.2 cents to 2.5 cents per mile in coaches, and from 3.3 cents to 
3.5 cents per mile in Pullman cars. Increases in express rates and an interim 
increase in pay for handling railway mail were also authorized. 


The acquisition of 30 powerful steam locomotives, seven Diesel passen- 
ger locomotives, 1940 steel box cars, 7365 steel hopper cars, 100 express 
cars and miscellaneous passenger and work car units, at a cost of about 
$42,000,000, coupled with substantial improvements in line, track, terminals 
and structures at many points on the railroad, brought B & O's transporta- 
tion efficiency up to the highest point in its history. With the delivery of 
5636 additional steel hopper cars, 60 Diesel road freight locomotives and 
100 Diesel switchers, scheduled for 1948, it is believed the Company's freight 
handling equipment should be adequate to meet traffic requirements. 


The Management acknowledges, with appreciation, the loyalty and 
efforts of officers and employees, and the cooperation of stockholders, 
patrons and agencies of the Government throughout the year. 


R, B. WHITE, President 


























International Petroleum 
Company, Limited 
Notice to Shareholders and the 
Holders of Share Warrants 


Notice is peng. - given that a semi-annual dividend of 
25 cents per share in Canadian Currency has been 
declared and that such dividend will be payable on 
or after June Ist, 1948. 


The said dividend in respect of shares represented 
by any Bearer Share Warrant of the Company of the 
1929 issue will be paid upon presentation and deliv- 
ery of Coupon No. 69 at: 

THE ROYAL BANK OF CANADA 
King and Church Streets Branch 
Toronto, Canada 

The said dividend in respect of shares represented 
by Registered Certificates of the 1929 issue will be 
paid by cheque mailed from the offices of the Company 
on May 3l1st, 1948, to Shareholders of record at the 
close of business on May 15th, 1948. 


The transfer books of the Company will be closed 
from May 16th to June Ist, 1948, inclusive, and no 
Bearer Share Warrants will be “split” during that 
period. 


Shareholders resident in the United States are 
advised that a credit for the 15% Canadian tax with- 
hold at source or deducted upon payment of coupons 
is allowable against the tax shown on their United 
States Federal Income tax return. In order to claim 
such credit the United States tax authorities require 
evidence of the deduction of said tax, for which pur- 

se Ownership Certificates (Form No. 601) must 

completed in duplicate and the Bank cashing the 
coupons will endorse both copies with a certificate 
relative to the deduction and payment of the tax and 
return one Certificate to the shareholder. If Forms 
No. 601 are not available at local United States 
banks, they can be secured from the Company’s office 
or the Royal Bank of Canada, Toronto. 


Subject to Canadian regulations affecting enemy 
aliens, non-residents of Canada may convert this 
Canadian dollar dividend into United States cur- 
rency, or such other foreign currencies as are per- 
mitted by the general Regulations of the Canadian 
Foreign Exchange Control Board, at the official Can- 
adian Foreign Exchange Control rates prevailing on 
the date of presentation. Such conversion can be 
effected only through an Authorized Dealer, i.e., a 
Canadian branch of any Canadian Chartered bank. 
The agency of the Royal Bank of Canada, 68 Wil- 
liam Street, New York City, is prepared to accept 
dividend cheques or coupons for collection through 
an Authorized Dealer and conversion into any per- 
mitted foreign currency, 

By order of the Board, 
C. H. MULLINGER, 
Secretary. 
434 University Avenue, Toronto 2, Canada 
30th April, 1948 








= Crown CoRK & SEAL 
> CoMPANY, INC. 


PREFERRED DIVIDEND 

The Board of Directors has this day 
declared the Regular Quarterly dividend 
of fifty cents ($.50) per share on the 
$2.00 Cumulative Preferred Stock of 
Crown Cork & Seal Company, Inc., pay- 
able June 15, 1948, to the stockholders of 
record at the close of business May 21, 





The transfer books will not be closed. 
WALTER L. McMANUS, Secretary. 
April 22, 1948, 
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American _ Standard 


Rapiator Sanitary 
Yew York CORPORATION Pittsburgh 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared 
payable June 1, 1948, to stockholders of 
record at close of business May 21, 1948. 
A dividend of twenty cents (20¢) per 
share on the Common Stock has been 
declared payable June 24, 1948, to stock- 
holders of record at the close of business 
on June 4, 1948. 
JOHN E. KING 
Treasurer 














BOOK REVIEWS 





BUSINESS BAROMETER 
AND INVESTMENT 
By Roger W. Babson 


Probably no writer on financial sub- 
jects in the twentieth century has been 
as widely read as Roger Babson. His 
wise and sincere counsel on business 
problems, and especially on financial 
problems, has for years been eagerly 
sought and applied by business leaders, 
great and small. 


Based on a last-minute analysis of in- 
vestment problems arising out of the 
difficult period business is now going 
through, this book shows how the au- 
thor’s principles and theories set forth 
in two earlier popular works can be 
readily extended and successfully ap- 
plied to the peculiar conditions of today. 


This fourth edition, extensively re- 
vised and brought up to date, will be 
equally relevant to student and business- 
man, to broker and investor, to every 
security owner and buyer who want to 
be sure that he is investing wisely and 
profitably. 


Harper & Bros. $3.00 


INGRES 
24 Drawings Selected by Agnes Mongan 
This selection of pencil drawings by 
one of the greatest masters of line and 
form will delight all interested in the art 
of drawing and lovers of fine prints. In 
reaction to the new Romantic movement 
beginning in the first part of the 19th 
century, Ingres developed his own classic 
style: an incomparable purity of line 
and power of literal rendering. 


Agnes Mongan, of the Fogg Museum 
of Art, selected the drawings from vari- 
ous collections. 


Reproduced in the finest collotype, 
each plate mounted on heavy board. 
These plates if framed would look ex- 
quisite in one’s own living room. 

Presented in an attractive, sturdy 
portfolio. 


Not only is this a fine gift, but it is also 
of great value to the student of Art. 


Pantheon Books $7.56 


NORMAN ROCKWELL 
ILLUSTRATOR 
By Arthur L. Guptill 

This is a great book about a great 
illustrator—Norman Rockwell, painter 
to America’s millions. 

Through its pages of colorful pictures 
and story, it affords the opportunity of 
intimate acqaintance with Rockwell the 


man, for the multitudes who know him 
only as Rockwell the artist. 


The author takes us on visits to the 
lovely Vermont home where we meet 
the artist who, we are not surprised to 
discover, is the genial, philosophic 
human being his Saturday Evening Post 
covers have prepared us to expect. 


Best of all, we become welcome guests 
in a studio where these covers, the “Four 
Freedoms,” story illustration, Boy Scout 
calendars, and advertising pictures, 
have been created over the years. We are 
granted the privilege of looking over the 
artist’s shoulder and of noting the step- 
by-step procedure that brings them into 
being. Yes, we are even invited to accom- 
any Rockwell on some of his field trips, 
to observe how he studies people and 
events that motivate his illustrative 
ideas; how he searches for just the right 
characters to serve as models; how he 
rounds up “props” from town and 
countryside. 


Artists and layman all will rejoice in 
the possession of this volume which, 
fundamentally, is a mammoth picture 
book filled with hundreds of Rockwell’s 
paintings and drawings covering every 
period of his life’s work to date. His 
most ardent fans and collectors have a 
treat in store for them in the drawings 
made exclusively for this book (88 
chapter headings and marginal 
sketches). Rockwell also has written ex- 
tensive captions for many of the pic- 
tures, in which he describes his reasons 
and procedures in the execution of his 
ideas. Especially note-worthy is the sec- 
tion which reproduces every Post cover 
painted by Rockwell up to the time this 
book was made ready for printing—2438 
of them. 


Waston-Gupftill $10.00 


THE MARCH OF MUSCOVY 
By Harold Lamb 

“In the beginning,” says Mr. Lamb in 
his introduction, “there was only a town 
on a river, and not a very notable town 
at that. 

“Upon that town of Moscow certain 
forces acted, and around it outward 
events took shape, resulting in migration 
and colonization across the breadth of 
the Eurasian continent, and even bridg- 
ing the sea to the New World. 


“What were these forces? Why did 
such a mass movement take place? And 
why did it move the way it did?” 


In answering these questions, and 
others, Harold Lamb provides the back- 
ground for the larger and more puzzling 
query: how was the Russian giant born, 
and how did it grow? 

Harold Lamb has a way of breathing 
life into the past, of combining the best 

(Continued on page 154) 
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4POINT 


Investment Program 
- Provided by THE FORECAST 


: 
Geared Uy 





ay 








In these dynamic markets when the investment action 
you take is vital to preserving and building capital and 
income ... we suggest that you turn to THE FORECAST 
just as you would consult your lawyer, doctor, architect, 
etc., for professional advice. FORECAST SERVICE will pro- 
vide you with the essentials you need in conducting a 
sound investment program. 


1. When to Buy and When fo Sell 

Our weekly market forecast . . . with chart of daily 
action ... projects the trends and basic forces at work. 
Definite market advice is then 
given which you can apply to 
your independent holdings and 





3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 
Sound selection and proper tim- 
ing keynote ForRECAST SERVICE. 


to our recommendations. In- 
cluded . . . with graphs... 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead ... and 
has gauged the movements of 


1947-1948 with high accuracy. 


surance 


Our to you of satisfactory 
service is based on... 


- Our substantial growth in clientele over 


the past few years; 
--Our staff and facilities; 


—-Our outstanding record .. . 
better than the market; 


-Our more than 30 years experience; 


-Our high renewal percentage. We want to 
serve you so you will make The Forecast a 


consistently 


permanent part of your investment program. 


4. Continuous Consultation 


You are welcome to consult us 
. . . by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch . . . or close 
out. 











A Plus Service . . . These con- 








2. Definite Advices on Intrin- 





sultation privileges alone can be 





sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
chiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
selections . . . bonds and preferreds as well as 
common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in profit leaders . . . in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s out- 
look. 


Enroll NOW to receive Our 4-Point Investment Pro 
gram especially geared to today’s markets. At this time 
also, you will have the advantage of our Special Offer 
of Free Service to June 15, 1948. So we suggest that you 
enroll today using the coupon below. 








FREE SERVICE TO JUNE 15, 1948 





Special Offer 
Te You! 


MONTHS’ 
SERVICE $90 


Air Mail: 


$7.00 one year. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, 1, a 2 


I enclose [J $50 for 6 months’ subscription; [1 $75 for a year’s subscription. 
(Service to start at once but date from June 15, 1948) 


SPECIAL MAIL SERVICE ON BULLETINS 
$1.00 six months; [J $2.00 Oo 

one year in U, S. and Canada. | 

Species Delivery: © $3.50 six months; 


Telegraph me collect in anticipation of 
important market turning points .. . 
when to buy and when te sell. 








State. 





MONTHS’ Name 
12 SERVICE $75 
Address 
Complete service will start at 
once but date from June 15 City 


Subscriptions to The Forecast 


MAY 8, 1948 


Your subscription shall not be assigned at 
a any time without your consent. 
are deductible for tax purposes. oe eee ee me me me me ee ee 


List up to 12 of your securities for owr 
initial analytical and advisory report. 


—_— 
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CHECK THIS: 
New Stock List 





7 eth op ag Babson’s opinion 
Columbia _— on these stocks may 
a, Ck save you losses. 

> ag ae Simply check those 
agg you own, or list 
aay An 7 others you own, 
Penna. R. R and mail this ad to 
Are aa us. We will tell 
Sears Roebuck you if clients have 
Son, ~ bell been advised to 
Stand. Oil, Cal Hold or Switch 
Stand. Oil, Ind. them 
Bend. ou: . | them. 

wift " 

exas Co. No cost 
Union Carbide or obligation. 
US. Steel ‘ 
Warner Bros Write Dept. 
Youngstown S&T 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
=P IY 





THE NEW MARKET TREND 


is now evident. Follow it in the new 
Revised May Issue of 


GRAPHIC STOCKS 


952 CHARTS 


covering virtually every active stock 
on the New York Stock and Curb 
Exchanges 
Shows: © Monthly Highs and Lows 
© Volume of Trading 
e Annual Earnings 
© Annual Dividends 
© Latest Capitalizations 
for over 11 years —January 1937 to 
May 1948 on 


52 Railroad Stocks 59 Utility Stocks 
803 Industrials 38 Averages 


INCLUDED WITH EACH BOOK ARE 
30 Group Averages from Standard & 
Poor's, printed on transparent paper 
to superimpose on any chart for ease 
in comparison. 


This 160-page book of 952 charts, 
Spiral bound, will be available in a 
few days. For prompt delivery mail 
your order for the May issue today. 
LS CU far $10.00 
YEARLY (6 Revised Books)...... 50.00 
(Airmail anywhere in U.S.).... 55.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 











SUPPORT THE SECURITY 
LOAN DRIVE 











BOOK REVIEWS 





of scholarship with the most of interest 
and vitality. Now, in telling the story of 
the growth of fifteenth- to seventeenth- 
century Russia, he has called for the 
voice of contemporary visitors and mer- 
chants, exploring Cossacks, diplomats of 
the time, exiled priests, and the words 
of that most acute observer of his own 
people, Ivan the Terrible. For Ivan is the 
dominant figure of his age—terrifying, 
cruel, visionary, ambitious, and able. 
THE MARCH OF Muscovy is the story 
of the work that Ivan the Terrible began, 
a work that may not yet be completed. 
Doubleday $3.75 


ARE CLOTHES MODERN? 
By Dr. Bernard Rudolfsky 

This book is a complete departure 
from the conventional notion that ap- 
parel is but one of the eternally puzzling 
phenomena of life; that it is created by 
forces unfathomably obscure and beyond 
our control; and that dress is merely dis- 
tilled from the remnants of other epochs 
—a belief which is so dear to museum 
directors and fashions writers 

Rejecting these ideas, the author in- 
cludes the reader to think for himself 
rather than to swallow information. He 
demonstrates that our present-day dress 
is the perfect expression of our civiliza- 
tion; and less flattering evidence was 
seldom presented. Mr. Rudolfsky re- 
minds us that we smugly accept the 
stuipidity of our clothing because we shy 
away from an insight into the problems 
of human work, liesure and happiness. 
The author mercilessly assails the super- 
stitions and conventions by which we are 
bound, and clarifies the principles which 
should govern clothing in a modern age 

Obviously, ARE CLOTHES MOD- 
ERN? is no treatise on historic costume, 
on pattern making or merchandising. 
Though it digresses necessarily into his- 
torical and psychological matters, it is 
written for the adult reader whether he 
be professionally interested in present- 
day clothing, or merely intrigued by its 
social and ethical aspects. 

Mr. Rudolfsky’s versatility is demon- 
strated by the ways he was introduced to 
this country. Within three years, the 
Museum of Modern Art in New York 
showed his work 3 times: as industrial 
designer and a winner of an _ inter- 
American design competition, as Bra- 
zilian architect in Brazil Builds, and as 
creator and director of the controversial 
exhibition ARE CLOTHES MODERN? 
Paul Theobald $8.75 


CHINA HANDBOOK 
Compiled by Chinese Ministry of Information 


This is a new and completely revised 
edition of the valuable reference work 





first published in America three years 
ago. The present volume contains a com- 
prehensive and authoriative survey of 
the eight years of China’s war, as well 
as an account of the major developments 
and the full text of important docu- 
ments in the first post-war year in China. 

The book opens with standard general 
information concerning China’s area, 
population, topography, climate, history, 
and religion. Separate chapters deal with 
government structure, the Kuomintang, 
foreign affairs, public finance, communi- 
cations, the judicial system, military af- 
fairs, education, industry and labor, min- 
eral resources, money and banking, for- 
eign trade, agricultural economy, price 
control, public health and medicine, the 
press, relief activities, and the Christian 
Movement. China’s long War of Resist- 
ance is chronicled from the Marco Polo 
Bridge incident to Japan’s formal sur- 
render. There are handy directories of 
associations and government personnel 
and a new Chinese “Who’s Who,” con- 
taining biographical sketches of promi- 
nent men and women both in and out- 
side the Government. 

In the selection of material, the editors 
have had recourse to official and other 
reliable sources. Relevant documents and 
statistical data have been included, and 
all facts and figures have been checked 
to insure accuracy and completeness as 
far as possible. Wherever necessary, 
sufficient historical background has been 
given to enable the reader to follow the 
sequence of events. An index is provided 
for ready reference. A new and useful 
feature is the inclusion of Chinese char- 
acters in the directories. 

MacMillan $6.00 


TUMULT IN INDIA 
By George E. Jones 


Strong winds are blowing across Asia. 
The forces that brought freedom to In- 
dia, the cornerstone of colonial empires, 
are stirring the “subject peoples” of the 
East to new life. The forces that split 
India into warring camps have raised 
the specter of religious hatred, and the 
ominous rumble of Jehad! echoes from 
Cairo to Calcutta. In the death of one 
man, Mahatma Gandhi, the world 
glimpsed for an instant the terrible 
merging of these crosscurrents. 

India’s four hundred millions symbol- 
ize a new and might movement of his- 
tory in our times. This movement, Tu- 
mult in India analyzes and explains. 
Timely and important, it is the first 
book on the subject since freedom came 
to that awakening land. 

Tumult in India is based solidly on 
painstaking observation. George E. 
Jones, India correspondent for The New 
York Times during the epochal years 
1946-1947, has related vividly the In- 
dian’s individual struggle, the intrica- 
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cies of Indiana politics, and the far- 
reaching measure of religious warfare. 

A searching questioner and thought- 
ful listener, the author has written il- 
luminating portraits of Gandhi, Nehru 
and Jinnah, and lesser Indian leaders as 
well. In Tumult in India, the reader will 
discover brilliant reporting; more than 
that, he will find cogent analysis and 
deep understanding. The portrait is full 
size: 

“The dust, the searing winds and the 
fetid humidity of its honey-combed 
cities: all these are India. They are the 
greatness and meaness of the land .. .” 


Dodd, Mead & Company $3.00 





Projecting Next 
Market Phase 





(Continued from page 111) 


prolong present market indeci- 
sion beyond the normally ex- 
pectable phase of technical con- 
solidation. On the other hand, 
buying power remains substantial 
as revealed by our Market Sup- 
port Indicator and other evi- 
dences. Thus pending clarification 
of the outlook, we believe that 
nearby reactions, if they occur, 
will prove limited, though a 
larger correction than yet wit- 
nessed is not impossible in the 
event of further deterioration of 
the labor situation, but without, 
we believe, getting the market 
into territory where serious im- 
pairment of the technical posi- 
tion would be indicated. 


In the face of the new uncer- 
tainties, the setback so far has 
been held to relatively minor pro- 
portions and given a favorable 
news environment, we consider 
the line of least resistance up- 
wards. It may take some time, 
however, until this environment 
is created, and this in turn may 
militate against another early 
substantial move on the upside 
though in the long run, the odds 
still favor higher prices in due 
course. In the meantime our 
policy is to maintain 75% in- 
vested positions. 

—Monday, May 3, 1948. 





Answers to Inquiries 





Copper Range Company 


Please report recent earnings and new 
exploration and development work of 
Copper Range Company’s properties. 

I. N., Delaware City, Del. 


MAY 8, 1948 


Copper Range Company report 
for 1947 an increase in consoli- 
dated net income to $991,502, after 
federal taxes on income, from 
$822,605 in 1946. On the 562,168 
shares outstanding with the pub- 
lic at the close of each year, the 
1947 net income amounted to $1.76 
per share, compared with $1.46 
per share in 1946. 


According to the president of 
the company, exploration and de- 
velopment work at the company’s 
White Pine property in Ontonagon 
County, Michigan, has established 
that it is one of the great potential 
sources of copper in this country. 
Although final calculations have 
not been completed, he states that 
preliminary estimate reviewed by 
a prominent consulting mining en- 
gineer and geologist, indicate the 
availability of 94,200,000 tons of 
the developed ore averaging 21.4 
pounds of copper per ton; and 
105,210,000 tons of probable ore 
averaging 23 pounds of copper per 
ton. Commenting on metallurgical 
tests of ore from this property, the 
president states: ‘the over-all re- 
sults obtained have been encourag- 
ing and indicate that at least 86 
per cent of the copper can be re- 
covered to produce a 16 per cent 
copper concentrate. Furthermore 
the results of the test indicate that 
an improvement in these recov- 
eries may be expected in a mill de- 
signed and built to treat this ore.” 
He notes that further studies are 
being made to enable the company 
to make preliminary designs at the 
plant and other necessary facili- 
ties as well as to make reasonably 
close estimates of the operating 
and capital costs, and observes 
that: “this is a very substantial 
property and its development will 
necessarily require a large sum of 
money.” 


A subsidiary: C. D. Hussey & 
Company, which this year ob- 
served its hundreth anniversary as 
a fabricator of copper, had a sat- 
isfactory year and the sales and 
earnings of this division resulted 
in large part from its active mer- 
chanding policy and ability to 
maintain the highest standards of 
quality control and productivity. 
Improvement and additions were 
made to the plant consistent with 
modern mill practice. The consoli- 
dated balance sheet of the com- 
pany at the close of 1947 showed 
current assets of $8,405,973, in- 
cluding $4,203,956 of cash and 
United States Treasury Certifi- 
cates and Notes. Current liabilities 





International Petroleum 


Company, Limited 


Notice of Annual and Special 
General Meeting of Shareholders 


The Annual and a Special General Meeting of 
Shareholders of International Petroleum Company, 
Limited will be held in Room “C,”” Convention Mez- 
zanine Floor of the Royal York Hotel, Toronto, 
Ontario, on Monday, May 10th, 1948, at 2:30 P.M. 


The meeting, in addition to the matters required 
to be dealt with at the Annual Meeting, will consider 
three by-laws passed by the Directors providing, 
firstly, for the conversion of the Company’s pref- 


| erence stock into common stock and for the can 


cellation of 200,000 unissued shares of common 
stock; secondly, for the necessary consequent 
changes in the Company’s general by-laws; and, 
thirdly, for the mechanical reproduction of signa- 


| tures on share certificates and warrants. 





In order to attend and vote at the meeting a holder 
of bearer share warrants must deposit his warrants 
before May 6th, 1948, with an acceptable depositary 
and obtain a certificate containing (1) the name and 
address of the shareholder (2) the numbers and 
amounts of the warrants deposited, and (3) a state- 
ment that the warrants will be held by the alates 
under this deposit until May 12th, 1948 


This certificate (which may be a letter), if pre- 
sented at the meeting, will entitle the person named 
therein to attend and vote at the meeting, or will be 
effective if attached to a proxy signed by such person 
and lodged with the Secretary of the Company, 
at least 24 hours before the meeting. Forms of proxy 
may be obtained from the Company though any form 
containing the necessary provisions will be accepted. 

The following are acceptable depositaries for this 
purpose: 


(1) A branch or agency of any Canadian char- 
tered bank. 


(2) A bank which is a member of the Federal Re- 


serve System of the United States of America. 
(3) The Secretary of the Company. 
Dated at Toronto, Ontario, C. H. MULLINGER 
this 23rd day of April, 1948 Secretary 











Dividend 
Notice 


Burlington Mills 


CORPORATION 


The Board of Directors of Burlington Mills 
Corporation has declared the following reg- 
ular dividends: 


4% CUMULATIVE PREFERRED STOCK 
$1 per share 


April 
28,1948 





3%2% CUMULATIVE PREFERRED STOCK 
872 cents per share 


3%2% CONVERTIBLE SECOND 
PREFERRED STOCK 
87/2 cents per share 


COMMON STOCK ($1 par value) 
(45th Consecutive Dividend) 
37 cents per share 


Each dividend is payable June 1, 1948, 
to Stockholders of record at the close of 
business May 5, 1948 


STEPHEN L. UPSON, Secretary 














were $1,404,141. Dividends in 
1947 totalled 75 cents per share. 
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National Steel 






Reports to You... 


as a Customer— 


You needed steel in ever-increasing 
amounts during 1947. To meet this 
growing demand, our production 
was pushed to a record-breaking 
pace; but, still it wasn’t quite 
enough. In fact, to anticipate your 
future needs, it’s been necessary for 





us to further expand our construc- 
tion program, making it the biggest 
in National Steel’s history. This program includes additional 
ingot capacity, through construction of a 400-ton per day 
oxygen plant and other facilities; development of iron ore 
and coal properties, and added capacity for sheets, strip, and 
electrolytic tin and zinc-coated products. 

Despite the serious problem of obtaining sufficient amounts 
of iron and steel scrap of proper quality, National Steel 
expects to give you even better service in 1948 and the years 
to come. 


as an Employee — 


Our relations with you were excellent—a tremendously im- 
portant reason for our high produc- 
tion volume in 1947. The coopera- 
tive spirit of team-work in our 
plants not only made for more 
sales, but also for the greatest total 
payroll, the largest number of em- 
ployees and the highest average 
annual earnings ($3559) in the his- 
tory of National Steel. 





as a Stockholder— 


Although your corporation’s pro- 
duction and sales reached a record 
peace-time high, the continuing in- 
crease in materiai, wage, and other 
costs again resulted in a reduced 
ratio of net income to sales. Our 
net income for 1947 was $12.03 per 
share on 2,230,817 shares, an appre- 
ciable increase over 1946. We paid 





$4.00 per share in dividends and the balance of earnings 
($17,915,720) was retained in the business. 

The necessity for retaining these earnings is indicated by 
the fact that in 1947 we spent over $35,000,000 on new 
construction—and uncompleted construction amounted to 
another $27,000,000. In addition to the present higher cost 
of capital replacements, there is need for greater working 
capital to finance the increased volume and higher operating 
costs of today’s business. 


as a Fellow Citizen— 


As one of the leading companies in the industry that is such 
a primary part of the modern American Economy, National 
Steel’s success in 1947 is good news for everyone. Our 
production achievements and, in particular, our employee 
relations were gratifying to labor, management and to the 
citizens of the communities where our plants are located. 
National Steel’s future is a bright one. It expects to be 
in business a long time. And it expects to continue the 
high production of steel for a stronger, more secure, more 
prosperous America. 








THE YEAR IN BRIEF 


1947 1946 
LCOS! Ee eee re $328,957,189 $239,764,320 
“EOtal WicOMme. . 5... < 330,836,584 242,086,616 


Materials, services 


and other expenses.... 175,251,290 121,064,809 


Wages and salaries 90,106,223* 72,813,859* 
Depreciation and 

depletion... 12,853,292 8,192,976 
Interest and expense 

on long term debt 1,257,143 1,257,143 
Total taxes. . 24,529,848 18,296,178 
Net earnings 26,838,788 20,461,651 
Net earnings per share.. . $12.03 $9.17 


*In addition to the amount of wages and salaries paid for 
production in 1947, National Steel Corporation paid $5,007,- 
640 for work on construction, making the actual total payroll 
$95,113,863. In 1946, the total payroll was $75,190,951. 











NATIONAL STEEL CORPORATION 


Owning and Operating 

GREAT LAKES STEEL CORPORATION 
HANNA IRON ORE COMPANY 

NATIONAL MINES CORPORATION 


WEIRTON STEEL COMPANY ° 
THE HANNA FURNACE CORPORATION ° 
NATIONAL STEEL PRODUCTS CO. 



















































































In the magnificent new Windsor Imperial, Magnavox presents 













the ultimate in radio-phonograph beauty and listening pleasure. 
A superb breakfront cabinet in rich old world mahogany or antiqued 
Escanaba knotty pine encloses Magnavox components engineered to the 
highest standard in radio— components with the capacity to deliver 
breath-taking tone quality that’s often promised but seldom heard. 
See and hear the Windsor Imperial in America’s finest stores. 
You'll be proud to own this magnificent Magnavox. 


The Magnavox Company, Fort Wayne 4, Indiana. 
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RADIO PHONOGRAPH 
“She Symbol of Quality in Radio 
| —~ Since 1915 






Electrolytic Capacitors iustravox Sound Slidefilm Equipment | 





